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1 Introduction 



7.7 Aim of the Project 

Wessex Reinvestment Trust's Financial Mechanisms Research Project has sought to increase the flow of 
investment into community initiatives and social ventures. 

Two issues were identified at the project inception phase: 

• The need for CDFI's to replace Phoenix programme funds, which ceased on 31 March, 2006. 

• The need to raise finance for community asset projects, to match against commercial finance and 
social investment from national institutions. 

The original application to the Esmee Fairbairn Foundation and the Friends Provident Foundation outlined a 
number of aims for the Financial Mechanisms Research Project: 

a. Conduct a structured examination of the different types of investment finance and incentives 
that WRT (& others) might use to raise funds for both loan capital and asset creation. 

b. Carry out market research amongst potential investors to establish if there is an appetite from 
ethical and local investors. 

c. Design and develop 3 - 5 product offerings that are attractive from both the investors and 
borrowers' point of view. 

d. Raise upwards of £1 .0 million through the issuing of three mini pilot prospectuses covering a suite 
of new investment products appropriate to the needs of both loan capital and asset creation. 

e. Embed the knowledge gained within the staff structure of WRT and, through a learning cluster, 
raise awareness amongst a group of practitioners and other stakeholders. 

f. Disseminate the learning through a conference and a subsequent written report highlighting the 
learning 'nuggets'. 

7.2 Scope of the Project 

Following previous research and investment activity during the period 2004 - 2006, Wessex Reinvestment 
Trust chose to focus initially on three areas: 

• Housing (including affordable housing on the community land trust model and sustainable 
housing developments). 

• Workspace and community facilities. 

• Food, including local and organic food enterprises. 

The starting point for the project was the high cost usually entailed in raising loan and equity finance. 

Loan finance: there is an increasing range of loan finance available for community initiatives and social 
ventures, but existing providers - most of which are national organisations - have a number of drawbacks: 

- the rates of interest may be high; 

- the loan application procedure may be protracted and time-consuming, due to the lenders' lack 
of local knowledge; 

- security may be required, and this may be difficult for community organisations and social 
enterprises to provide; 

- in the case of housing projects, only 70 % of the development finance will be lent by 
commercial/social investment providers. 
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Equity finance: if a company undertakes a share issue, the costs of issuing a prospectus are usually very 
high (at least £50,000) because of the due diligence requirements demanded by the Financial Promotions 
Regulations. 

The Wessex Reinvestment Trust Financial Mechanisms Project has sought to address these issues by 
developing new ways of raising loan and equity finance. The research over the last 18 months has 
concentrated on the Industrial and Provident Society Community Benefit legal format, and new models 
have been developed and registered with the Financial Services Authority. 

The second key element of the project has focused on developing Wessex Reinvestment Trust's role as a 
local financial intermediary. It works with partner organisations on the ground in Devon, Dorset and 
Somerset to develop a close understanding of two initial markets: food and housing. Future sectors will 
include renewable energy, recycling, care and creative industries. The aim has been to support community 
initiatives and social ventures seeking to raise finance in these sectors. Wessex Reinvestment Trust has 
supported organisations seeking to raise funds directly (e.g. Local Food Links, High Street Organics and Ecos 
Homes) and has also established a fund for on-lending into community land trust housing projects (through 
the new Wessex Community Assets IPS). 

1.3 The Wessex Group 

The project was undertaken by Wessex Reinvestment Trust group, a rural CDFI (community development 
finance institution). The Wessex Group consists of a "family" of companies: Wessex Reinvestment Trust, a 
registered charity, Wessex Reinvestment Society Ltd, an Industrial and Provident Society (registered for the 
Benefit of the Community) and Wessex Core Company Ltd a Company Limited by Guarantee (which focuses 
solely on home improvement lending). 

The Wessex group was formed in 2002/3, following research across Devon, Dorset and Somerset which 
sought to identify gaps in the provision of finance to small businesses, social enterprises and voluntary 
organisations. This research identified the intrinsic link between employment, enterprise and property and 
revealed demand for locally delivered loan services to develop enterprise and facilitate access to affordable 
housing and workspace. 

The solution proposed to bridge the gap was the creation of a Community Development Finance 
Institution. CDFIs, as they are known, seek innovative approaches to community regeneration and aim to 
fill gaps that conventional sources, like banks cannot meet alone. An initial two-year pilot delivery phase 
commenced in April 2004 with three areas of work successfully delivered: 

• Funding for rural enterprise - loans between £500-£20,000 to support small businesses and social 
enterprise start-ups and expansion. The Wessex Group managed to secure £450k from the Small 
Business Service Phoenix Fund initial and £50K from Esmee Fairbairn Foundation. This initial loan 
capital of £0.5m is now fully lent. 

• Loan finance for housing - typically loans of about £5000 for low to moderate income 
homeowners to tackle disrepair. The Wessex Group is working with a consortium of 10 local 
authorities to deliver affordable homes in order for owner occupiers to bring their homes up to 
the 'Decent Homes' standard. The consortium has secured £2.6m which has been passed to 
Wessex as the capital base for the Home Loan Scheme. A further £250,000 capital has been 
received. At the end of March 2006 more than 1 20 referrals had been received from the local 
authorities and funds in excess of £470,000 have been either committed or lent. 

• Access to property and workspace - by facilitating pioneering land and property transactions, 
transforming redundant land and property into affordable housing and workspace for the benefit 
of the wider community. The provision of community technical aid was identified as a key priority 
and as a result The Wessex Group has been a key delivery agent within the Devon Reinvestment 
Service (a partnership with Devon County Council and Business in the Community). About 10 rural 
communities in Devon have benefited, two of which have formed Community Property Trusts at 
High Bickington and Holsworthy. These have been set up for the provision of affordable 
'intermediate' market housing. In addition, The Wessex Group undertook the feasibility and 
business plan for the Bridport Community Property Trust and has supported the Lyme Regis 
Development Trust in securing ownership of its building. The Wessex Group was instrumental in 
facilitating a cocktail of capital funding for the Development Trust, including a significant loan 
from The Wessex Group and a £100,000 grant from the Government Office. Finally, The Wessex 
Group has supported the development of community land trust housing proposals in Dorset 
(Buckland Newton and Worth Matravers). 

7.4 Project Funders: Friends Provident Foundation and Esmee Fairbairn Foundation 

The Friends Provident Foundation and the Esmee Fairbairn Foundation committed funds to Wessex 
Reinvestment Trust to conduct the research into financial mechanisms. 

Both foundations have a commitment to the development of social investment, programme related 
investment and the development of CDFI's. 
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2 Community Development 
Financial Institutions: their potential 
role as locally based intermediaries 



2.7 The Financial Environment in the UK: An Overview 

Over the last two years there has been increasing interest in the concept of "social capital markets". The 
suggestion is that the existing capital markets can be adapted to provide a flow of finance into social 
ventures and community asset projects. The Wessex Group believes that this faith in the potential of capital 
markets is misplaced, and that additional financial mechanisms are required. 

In the UK, investment in companies is overwhelmingly financed out of internal funds (i.e. undistributed 
income). Companies can raise funds through a public offering of shares, but the costs of administering such 
a share issue are usually considerable. Hence most firms do not raise a substantial proportion of their funds 
for on-going investments from the stock market. Most firms borrow from banks to finance their working 
capital, but longer term capital investment is usually financed by internally generated funds (including 
depreciation provisions and retained profits). 

There is a common misconception that capital markets exist to provide new equity capital to companies, 
but in reality the London Stock Exchange 'makes little net contribution to investment finance in the UK'. 1 
There is a new issue market, where companies seek money from the public, either directly or through 
financial intermediaries, against the issue of some form of security. However, the size of this market is 
dwarfed by the size of the secondary market, in which second-hand securities are traded. The majority of 
transactions, then, in financial markets involves a "re-shuffling" of existing assets. Moreover, share prices 
and dealings are influenced increasingly by short-term profit figures and stock market "sentiment". 

As long ago as 1936, Keynes 2 was arguing that professional traders within capital markets had become 
largely concerned 'not with making superior long-term forecasts of the probable yield of an investment over 
its whole life, but with foreseeing changes in the conventional basis of valuation a short time ahead of the 
general public'. The prime motive for buying shares thus becomes speculative capital gain (from short-term 
movements in the market price) rather than long-term dividend yield. 

Manuel Castells 3 describes how national financial markets have become globalised over the last 30 years: 
'The same capital is shuttled back and forth between economies in a matter of hours, minutes, and 

sometimes seconds. Favoured by deregulation and the opening of domestic financial markets, powerful 

computer programmes and skilful financial analysts/computer wizards sitting at the global nodes of a 

selective telecommunications network play games, literally, with billions of dollars These global gamblers 

are not obscure speculators, but major investment banks, pension funds, multinational corporations and 

mutual funds organised precisely for the sake of financial manipulation.' 

The Wessex Group seeks to offer investors in the South West an alternative - or at least a complementary - 
investment opportunity. The investment offerings developed by The Wessex Group, in partnership with 
organisations on the ground, have greater "traceability" and greater social impact, which will compensate 
for any reduction in financial return. 

2.2 Private Equity 

Alongside the increasing focus of financial markets on the speculative trading of existing securities has been 
the rise of the private equity market. Private equity is the term given to share investment outside of stock 
markets, and is defined as "medium- to long-term finance provided in return for an equity stake in 
potentially high-growth unquoted companies"^. Private equity includes venture capital, which is the building 
of companies from a low base, management buy-outs, and the conversion of quoted companies into private 
businesses. The venture capital industry invests billions of pounds in a relatively small number of companies, 
and seeks an average internal rate of return of 20%. Private equity is coming under increasing scrutiny and 
some commentators have described venture capital in particular as "fast money". 

2.3 Slow Money 

1 Neale,A (1989) Economics in a Business Context, VNR, London. 

2 Keynes, J.M. (1936) The General Theory of Employment, Interest and Money, Macmillan, London. 

3 Castells, M. (1996) The Information Age, Blackwell, Oxford 

4 Arnold, G. (2004) The Financial Times Guide to Investing, Prentice Hall, London 
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Over the last 3 years, Wessex has sought to invest in food and farming businesses which support the "slow 
food" ethos. An interesting parallel has recently been drawn between "slow food" and "slow money": 

'Seen through Slow Money lens, using the powerful tool of venture capital to nurture sustainable food 
companies is like flying an aircraft to the shop for milk. What we need are new investment vehicles that 
seek not to maximise speed and power, but rather to optimise directly the health of communities and 
natural systems. Seen through the Slow Money lens, the speed of global financial markets is enabled when 
links to people and place are attenuated or severed. What is needed are radically new approaches to 
investing that use capital to build food enterprises as if place mattered. Listening with a Slow Money ear, 
questions may be heard that extend beyond the farmer's field: What if you had to invest 50 % of your 
financial assets within 50 - 200 miles of where you lived? The idea would be to recognise and respect 
watersheds and bioregions as fundamental to healthy economies, and to nurture spheres of local 
exchange'. 5 

2 A Blended Value 

Investors seek a combination of social return and financial return on their investment. One body of thought 
- represented for example by Milton Friedman and the Chicago school - argues that investors should seek 
only to maximise financial return, and that any attempt to combine financial return with social return 
causes a distortion in the efficient operation of the market. By this argument, investors should maximise 
their profit, and then can decide to donate some to charity. 

However, there has always been a body of thought which disagrees with this approach, and argues that 
overall value creation will be greater if investors seek a "blend" of social return and financial return. Jed 
Emerson, an American social enterprise practitioner and academic, has sought to define and promote this 
"blended value" approach. 

Investment is seen as the provision of capital, which seeks a financial and/or social return. Investment can 
be in a range of forms: from pure grant which seeks only social returns, to pure equity which seeks to 
maximise financial return from capital growth and/or dividend payments. 

2.5 The Potential Role of Community Development Financial Institutions in Providing 
"Appropriate Finance" 

A Community Development Finance Institution can act as an intermediary for investors, providing an 
efficient channelling of investment funds into projects which provide the right combination of social and 
financial return. This requires an appropriate set of "financial mechanisms", which allows this intermediary 
role to take place. In the case of The Wessex Group, the aim is to channel investment into the sectors 
identified above: housing, workspace and social ventures. 
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Diagram 1: Investment into priority sectors in order to create 
"blended value" 



Diagram 2: The role of Wessex Reinvestment Trust as an 
intermediary in the provision of funds 



Tasch, W. (Jan/Feb 2007) Slow Money: From venture capital to patient capital. Resurgence Magazine. 
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3 Initial Research into 
New Financial Mechanisms 



3.1 The Legal Model 

The initial role of the Wessex Reinvestment Trust Financial Mechanisms project team (which includes Dr. 
Robin Keyte, of Towers of Taunton, and Bob Paterson, of Community Finance Solutions) was to identify the 
most suitable vehicles through which to raise social investment. The next task was then to develop model 
rules, investment appraisal procedures and draft prospectuses to facilitate the raising of finance. 

Various potential investment vehicles were researched, including open-ended, closed-ended, equity and 
bond mechanisms. In the end, given the community organisations and social enterprises that Wessex is 
trying to help in raising investment, and also their lack of financial resource (many relying heavily on 
volunteers), it became clear the main driver for the choice of vehicle was cost. 

Therefore the financial mechanism would have to be cheap to set up, and cheap to raise money through. 
Unfortunately, the financial promotions regulations under the Financial Services & Markets Act 2000 
("FSMA"), add a seemingly unavoidable layer of cost of between £40,000 and £80,000 to any invitation for 
investment, through 'due diligence requirements' and related work. This layer of cost presently exists for all 
share companies, including Community Interest Companies, seeking investments. 

Wessex then researched the prospectus launch for Fair Finance, an Industrial & Provident Society in the East 
End of London. The launch was particularly relevant as it set a precedent post FSMA for an Industrial & 
Provident Society to solicit investments in a manner that was exempt from the financial promotions 
regulations. 

Article k of the Financial Services and Markets Act 2000 (Exemption) Order 2001 (weblink: 
http://www.opsi.gov.uk/si/si2001 /2001 1 201 .htm ), entitled "Persons exempt in respect of accepting 
deposits", states that anyone / anything listed in Part II of the schedule is exempt from general prohibitions 
in respect of the regulated activity of accepting deposits. 

Under Part II of the Schedule, number 24., it includes "an industrial and provident society, in so far as it 
accepts deposits in the form of withdrawable share capital." 

Therefore, as long as an Industrial & Provident Society prospectus takes deposits in return for withdrawable 
share capital, Wessex can avoid most of the regulatory due diligence requirements (and huge related cost) 
normally associated with a prospectus. The main emphasis remains that a prospectus must be true, fair and 
not misleading and it must outline the risks to investors, which the Fair Finance prospectus does. 

Since the launch of the Fair Finance prospectus there have been new Statutory Instruments in this area, 
specifically SI 2005 / 1433 (The Prospectus Regulations 2005) and SI 2005 / 1529 (The Financial Services & 
Markets Act 2000 (Financial Promotions) Order 2005). Whilst we still believe in principal that using an IPS 
Benefit of the Community model with non-transferable share capital will allow us to launch a prospectus 
soliciting investments in a way that is outside the financial promotions regulations, the "back-end" text 
clearly need to be amended to deal with the later Statutory Instruments and the solicitor Malcolm Niekirk 
has advised us on this. 

In summary, it is our view that an Industrial & Provident Society is presently the most effective vehicle for 
raising funds for social / community / environmental projects as it can: 

- raise money via borrowing / loans; 

- raise money via grants from charitable foundations / grant awarding bodies; 

- raise money via soliciting social investments in return for 'withdrawable' share capital in a 
manner that is exempt from the financial promotions regulations under FSMA. 

3.2 Market Research 

Research was carried out to gain a better understanding of potential investor interest in local social investment 
opportunities. A postal questionnaire was sent to 200 members of two local development trusts. The 
questionnaire presented two potential investment scenarios and questions asked about people's interest and 
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likelihood of support. The full analysis is in Appendix 1 and is based on 61 returns. The high level of return 
showed that development trust members are a strong potential market for investment offerings. 



The results revealed that investors will seek security in some form and will view the environmental benefits 
as more important than social benefits in motivating them to invest. Investing in projects in their own 
locality was also seen as important though local includes county and region not just the town. The multiple 
benefits of an investment scheme would be important to emphasise in order to generate the most interest. 

The rate of return on investment was not seen as critical suggesting that a high financial return is not 
critical. Security and risk were linked and it would appear that ethical investors are seeking a low risk 
investment but are willing to accept a lower return. Investment over a three to five period was considered 
acceptable. Finally investors will seek evidence of the claimed social and environmental benefits of any 
investments. 

This research was used in deciding the way in which investment opportunities were presented and the 
strategy for local marketing. 



4.7 Choice of Investment Vehicle: 

As explained above, the key driver is the cost associated with soliciting investments, in particular the cost of 
'due diligence' associated with the FSA Financial Promotions Regulations (even Community Interest 
Companies are subject to Financial Promotions Regulations). 

Uniquely, Industrial & Provident Societies can be exempt from FSA Financial Promotions Regulations; and 
using the IPS "Benefit of the Community" model will also protect the social and ethical aims of projects 
supported by The Wessex Group. 

4.2 Creating an Industrial & Provident Society: 

An Industrial & Provident Society (IPS) can be established from scratch by a minimum of 3 initial 
subscribers (or 2 initial subscribers if they are both Industrial & Provident Societies); an Industrial & 
Provident Society can also be established by converting a limited company. 

In both cases, a set of Industrial & Provident Society rules has to be adopted and then registered with the 
FSA; a model set of rules can be acquired by subscribing to what the FSA calls a 'sponsoring body'. The 
'sponsoring body' must have previously agreed their model rules with the FSA and help subscribers to 
register with FSA. 

There are broadly two types of Industrial & Provident Society rules: 

• those for projects aimed at benefiting the members of a co-operative; 

• those for projects aimed at benefiting the wider community. 

The Wessex Group is operating somewhere in the middle between these two categories: in essence the aim 
is to establish co-operatives of social investors to support projects that benefit communities. 

The FSA would support a "BenCom" IPS raising funds without regulation as the prospectus would make it 
clear that the investment is not secure, and investors main aim must be community benefit. 

4.3 Categories of Projects Seeking Investment 

The Wessex group has identified two main categories of project seeking investment: "enterprise projects" 
and "community asset" projects. 

4.4 Community Assets Projects 

Community asset projects include community land trust housing developments (to provide affordable 
housing), sustainable housing developments (sold on the open market), and community workspace projects 
(such as multi-use community facilities or managed workspace). 

The Wessex group decided during the course of the research to create an Industrial & Provident Society to raise 
investment capital which can 'on-lend' to various community asset projects. Model rules have been negotiated 
with the FSA, and it has been agreed that the new IPS will need to operate as a Community Development 
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Finance Institution (CDFI). The FSA has requested that special additional rules be included to protect 
investors supporting Industrial & Provident Societies that on-lend. The FSA has cautioned against objects / 
activities that might stray into regulated activities such as taking a 1st charge of an individual's home. 

Starting from a set of draft rules for a 'benefit of the community' Industrial & Provident Society provided 
by Malcolm Niekirk then of Lester Aldridge solicitors (now of Coffin Mew solicitors), the research team 
substantially adapted and redrafted these rules, with the help of the FSA, to provide a set of model rules 
aimed at raising investment to on-lend to Community Assets projects. These rules are now registered 
with the FSA, and were used as the basis for the setting up of Wessex Community Assets Ltd and Ecos 
Fund Ltd. 

4.4.7 Wessex Community Assets 

Wessex Community Assets Ltd (WCA) was registered with the FSA on 2k January, 2007. Membership was 
drawn from existing Wessex Reinvestment Trust group directors, and subsequently a board was 
appointed. 

The rules of WCA are included in the appendices. In addition, the research team (principally Anthony 
Salt, The Wessex Group's Company Secretary) has developed a Code of Practice for the operation of 
WCA in line with Community Development Finance Association (CDFA) guidelines. In addition, the FSA 
requested "Best Practice Guidelines" which should be applied to any new IPS registered using Wessex 
model rules. The Code of Practice and the Best Practice Guidelines are available on the Wessex website: 
www.wessexrt.co.uk. 

4.5 Enterprise Investment Projects 

The Wessex group, as part of this programme of work, has decided that rather than seeking finance to 
on-lend to enterprises, it will establish new, or re-constitute existing, social or environmental enterprises 
as an Industrial & Provident Society to raise investment capital which can be used to develop the 
enterprise. This is a different approach to community assets, as there is no 'on-lending', and Wessex is 
promoting investment directly into the enterprise. 

One of the main reasons for this approach is that for trading activities that are 'qualifying', Enterprise 
Investment Scheme relief is available (this is a tax reducer equivalent to 20 % of the investment made). 
This tax relief serves to compensate for the additional risk associated with the enterprise investments (in 
particular a lack of security). Significantly, if the investment were made into a central Industrial & 
Provident Society which then makes investments into separate social or environmental enterprises, then 
Enterprise Investment Scheme relief will not be available. 

Wessex Reinvestment Society has therefore developed a second set of model rules, tailored towards 
investing into social or environmental enterprises. Again starting from a set of draft rules for a 'benefit 
of the community' Industrial & Provident Society provided by Malcolm Niekirk, the project team has 
substantially adapted and redrafted these rules with the help of the FSA to provide a set of model rules 
aimed at raising Enterprise Investment. These rules are now registered with the FSA, and the first 
"Enterprise IPS" has been registered - this entailed the conversion of Local Food Links Ltd from a 
company limited by guarantee to an IPS for Community Benefit. Wessex Reinvestment Society acted as 
the sponsoring body. 

4.6 Prospectuses 

Wessex Reinvestment Society has used the Fair Finance prospectus as a model. It falls into two parts, the 
marketing part at the front and the technical 'compliance' wording at the back. It is the wording at the 
back that has ensured the prospectus remains exempt from the FSA's financial promotions regulations. 
Wessex has adapted the technical wording at the back and used as a model for prospectuses. The main 
requirement is that all information contained within the prospectus must be 'true, fair and not 
misleading'; in this respect, there is an 'internal due diligence' requirement to be met whereby the 
Industrial & Provident Society maintains records that support any claims contained in the text used in 
the prospectus. 

4.7 Development of Expertise within The Wessex Group 

The Wessex Group is developing the expertise needed to act as a sponsoring body, to help affiliates to: 

• adapt the model rules with the minimum of amendments to meet the objects and needs of 
the affiliate; 

• avoid straying into regulated activities with the community assets model; 

• carry out their internal due diligence to ensure they can demonstrate their prospectus is true, 
fair and not misleading; 

• acquire Enterprise Investment Scheme relief where the project is a social or environmental 
enterprise; 

• to develop and uphold a Code of Practice for Industrial & Provident Societies, particularly 
aimed at those that on-lend to community assets projects. 

4.8 Primary Market / Secondary Market 

The research so far has been aimed at finding primary investors. One of the longer term goals is to find 
secondary investors and establish a 'market' for social investments. Early discussions have been held 
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with Brewin Dolphin Securities (registrar for CafeDirect) about some form of matched bargain service. 
Whilst the withdrawable share capital detailed in both sets of model rules is not transferable, it is 
conceivable that a secondary investor might buy new withdrawable shares and the money received is used 
to pay out the primary investor. The one drawback here is that the Industrial & Provident Society assets 
would have to be valued regularly. 

4.9 Tax Exemption 

As explained above, investment directly into an enterprise (as opposed to a fund used for on-lending as in the 
case of Wessex Community Assets), may qualify for Enterprise Investment Scheme tax relief. HMRC agreed 
advanced assurance for EIS relief for High Street Organics and for Local Food Links. The organisation has to 
adopt the new model rules, and the IPS will have to trade for 3 years. Investors will have to invest for at least 3 
years. Investors get the equivalent of 20 % of the investment as tax relief against their income tax bill in that 
same tax year. 

5 Projects Selected for Investment 

5.1 Appraisal Process 

In order to arrive a range of projects to pilot the members 
of the project team sought out a range of enterprise and 
property projects. A screening form was created to record 
all possible projects and used to assess suitability of 
projects for piloting. As the project progressed it became 
clear that many of the potential projects would not be 
ready for investment in the timescale. Initially there were: 

• Five local food projects; 

• Five community land projects; 

• Two property projects. 

Only two local food projects proceeded to adoption of the model rules. The other projects failed to proceed 
because they were not a stage were they could be invested in: one food delivery business needed to be 
restructured and adopt the rules and its board has yet to agree to a restructuring, a food centre project was 
assessed as unviable because of the cost of the premise to be refurbished and a food prcessing business 
was still developing its business plan. 

The community land trust projects were all deemed to be viable and were included in the community asset 
projects prospectus. 

Of the two property projects both were deemed to be viable but only one was ready to proceed with a 
public share issue the other was still seeking agreement for purchase and refurbishment of premise. 

So four projects were left that which seemed to be ready and have the capacity to proceed to raising 
investment. By the spring of 2007 three of the pilots were ready to draw up a prospectus and proceeded to 
a public offering the summer of 2007. 

5.2 Community Asset Projects Through Wessex Community Assets 

Wessex Community Assets (WCA) is a member of the Wessex Reinvestment Trust Group of companies and 
was created specifically to provide finance solutions for community owned property. The Wessex group has 
the vision of communities empowered to create a decent future for all who live and work in the South West, 
and works towards this vision by facilitating a flow of investment into social and community ventures. The 
group has always been concerned with facilitating access to land (with regard to affordable housing and 
workspace) and has undertaken several pieces of work to enable organisations and communities to own 
their land, e.g. brokering an arrangement to enable Lyme Regis Development Trust to purchase a building, 
and hosting a Carnegie UK Trust funded project to support the development of Community Land Trusts 
(CLTs) as a community led mechanism for providing affordable housing. CLTs are a way for the community 
to create affordable housing in perpetuity for local people who are priced out of the housing market. 
Through this work, and the interests of the directors of the group, Wessex group has developed expertise in 
this area, with particular regard to supporting emerging community land trusts on technical matters 
including financing. It became clear to the Wessex group that a community led finance solution was 
required for this locally driven movement. 

The initial problem that Wessex group aimed to resolve was that of bridging finance to build houses. Once 
a CLT has obtained land and gained planning permission to begin constructing affordable homes for local 
people, it needs funds to enable development to occur. Commercial banks and building societies, such as 
HBOS, Nationwide, Halifax and Ecology, are prepared to lend up to 70% of costs but there was is gap in 
provision of the final 30% of funds. This 30% would be at higher risk, deterring lenders. 
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The Wessex Group decided to launch a new legal entity within the group, named Wessex Community Assets 
Limited (WCA), to be the host of a revolving loan fund, the money in the fund to be raised by share issue, 
then on-lent to community land trusts, to provide bridging finance, to be repaid on the sale of their units of 
affordable housing. A board of directors was set, comprising interested directors of other organisations 
within the Wessex group, and WCA was registered by the Financial Services Authority on 24 January 2007 
as an IPS for the benefit of the community using the Wessex Model Rules (the community assets model - as 
this allows for on-lending activity to take place). From then on the board were concerned with developing a 
prospectus to promote the launch of a share issue to raise the necessary funds. The wording of the 
prospectus was drawn up and consulted on, and a detailed due diligence file was compiled ensuring that all 
statements made in the prospectus were true, fair, and could be evidenced. The prospectus was then 
reviewed by the solicitor who was part of the project team involved in developing the model rules, Malcolm 
Niekirk, who was able to confirm that he was satisfied that it was compliant with all regulations. 

The prospectus was launched on 30 June 2007 with a closing date of 30 November 2007. Some PR activity 
had occurred around the launch of the financial mechanisms project generally, following this two press 
releases were issued on the launch of the WCA prospectus which generated some local press interest. 
Marketing activity focussed on contacting charitable trusts and foundations, local businesses (through 
Chambers of Commerce), Housing Associations, contacts made through events (for example the attendees 
of an alternative economics conference held by the Diocese of Exeter), and latterly, the general public in 
areas where CLTs were emerging. It can be seen as a mistake now not to market this product to the 
communities around existing and emerging CLTs sooner as these communities are likely to be a key market 
of potential investors. It was not done nearer to the beginning of the launch as alternative sources of 
financing were being actively sought for these trusts and there was no wish to interfere with arrangements 
being brokered (for example one local CLT managed to find the bridging finance it needed via local 
authority and housing association intervention). 

It can be seen generally that the very positive moves in the last six months towards more sources of finance 
for CLTs have affected the launch of WCA. It is now becoming more likely that Housing Corporation finance 
will be available for development costs (the green paper announcing this was released at the same time as 
the launch of the prospectus). This could lead to a perception that there is less need for the affordable 
homes fund provided by WCA. On reflection WCA realised that it needed to address this new, positive 
diversity of funding sources in its prospectus, and a last minute addendum was included in the prospectus. 
The view of WCA is that a range of financing options need to be available to CLTs, and the unique selling 
point of the WCA product is that it is completely community driven (funds raised from the community for 
the community) and therefore free of any obligations to government. The directors of WCA have acquired 
a great deal of technical expertise on the setting up of CLTs, this leads to a greater understanding of 
requirements and a greater amount of flexibility in the finance solution available. 

At the close of the share offer period WCA had raised £9,200 from outside investors along with a £20,000 
seeding contribution from Wessex Reinvestment Society, a sister organisation. This was somewhat below 
the target required to carry out the lending initially anticipated (it was thought that at least £100k would 
be required to carry out lending activity). The board of WCA has the opportunity now to review the lessons 
of the last six months and update its business plan in the light of the fast moving external events in this 
area. It aims to re-launch for a further six months on the basis of the new business plan focussing on the 
benefits of a WCA loan as a complimentary source of funding in addition to the existing sources and to 
enable CLTs to be financed independently of local authorities and other governmental bodies. There is still 
not a large amount of funding options out there for community led initiatives and a diversity of funding 
options is always preferable, including those to match the ethos of the organisation receiving the funding. 

53 Ecos Fund 

Ecos Homes, a leading green developer owned by a charity set up to 
promote sustainable building, completed its first private development in 
2006 and begun seeking new investment for a new building 
programme in early 2007. In early 2007 the boards of Ecos Trust and 
Ecos Homes agreed to support the establishment of a separate 
investment vehicle - Ecos Fund, an IPS using the Wessex model rules. 
The decision was taken because it allows Ecos Homes to access 
investment rather than loan finance and so have a stronger balance 
sheet and access finance for development of the business. The first 
project of Ecos Homes had been financed from unsecured loans from a 
small number of supporters able to risk considerable sums to establish 
the business. In the first four year Ecos Homes had been chaired by an experienced property developer who 
had acted as a business angel investing a six figure sum in the company's first project. 

Ecos Fund was formed and registered using the WCA model rules on 7 February 2007 with three founding 
directors - one is a trustee of Ecos Trust and former chairman of Ecos Homes, one a Director of Ecos Homes 
and one an investor in Ecos Homes. The close link with Ecos is clear but it is accepted that the Fund will be 
able to invest in a range of projects not linked to Ecos Homes that create sustainable communities. 
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Between February and May a detailed prospectus was written. A format was adopted that was consistent 
with the other pilot prospectuses and was supported by a general brochure that had a detailed description 
of the first project undertaken by Ecos Homes and the relationship between the Trust, Homes and the Fund. 
The prospectus offered shares in Ecos Fund which then was able to purchase shares in Ecos Homes. It is 
intended that this investment will replace the commercial "mezzanine" finance needed to be invested at risk 
and normally attracting at least 12% annual return. Ecos Fund is expecting to receive a return of 8 or 9 % 
from Ecos Homes which it will use to pay interest to its shareholders of between 8 and 9 % . The fund is 
therefore paying its investors a less than the commercial return normally expected in investments of this 
type that bear a significant risk in the financing of speculative housing development. 

The creation of a due diligence file was similar to writing a dissertation, each statement of fact had to be 
backed up with primary evidence. As a result, the normal marketing spin and amiquity had to be excluded 
and simple statements of fact about past performance and future work had to be the main ways of 
persuading people of the suitability of the fund for investment. Having drafted the prospectus it was 
reviewed by the company secretary of Wessex and some statements amended or new evidence found and 
added to the file. The Directors then met and reviewed the final draft of the prospectus and checked that 
the due diligence file had all the evidence required. They then signed off the document and sent it for 
design and print. To keep costs down the design was one which allowed printing in the office rather 
printing hundreds of documents which may have ended up not being used. 

The assessment of the prospectus by the Wessex solicitor produced helpful guidance for the Directors on 
how they should conduct the share offering including the form of any promotional material. This was 
followed in the production of articles and e-mail alerts. 

The fund was launched on 1 May 2007 with a target of securing up to £1,500,000 of new investment. It 
was promoted in a variety of ways including an e-mail alert to a list of approximately 1 ,000 key contacts 
held by Ecos, press coverage was achieved in the Western Morning News Business section and other local 
papers, direct mail to over 50 contacts, promotion in the Ecos Trust newsletter with a circulation of 3,000, 
and promotion at talks including the Ethical Investment Association. 

By August 2007 £1 50,000 of investment was raised from new members of the fund. In addition Rathbones 
Greenbank, an ethical stockbroker based in Bristol, assessed the Fund with a view to making investments on 
behalf of investors that it represents. The directors were keen to accept investments via this route, however 
this required a change to the rules of the fund that had to be submitted to the FSA for approval. The rule 
change was eventually achieved with the assistance of the Wessex group and allowed institutional 
investment on behalf of individual investors known as nominee accounts. This was achieved without 
compromising the fund's democratic principles. 

As a result £499,000 was invested by the Rathbones on behalf of nominees. By the end of 2007 Ecos Fund 
had £650,000 under management which, in addition to the existing investors in Ecos Homes, has created 
£1,300,000 to invest alongside funds from the Ecology Building Society in a programme of new sustainable 
house building in Somerset and Dorset. 

5 A Local Food Links 

Local Food Links (LFL) was set up by West Dorset Food and Land Trust in 
1 999 with the overarching aim of making good food affordable and 
accessible in West Dorset. At the beginning of 2007, informed by the 
exciting prospect of a new financial mechanism to raise share capital from 
the community, LFL, with the support of West Dorset Food and Land Trust, 
agreed to participate in the pilot action research project initiated by 
Wessex Reinvestment Trust to find new ways of raising local investment in 
social companies. This entailed LFL restructuring as an IPS 'community 
benefit society' using the Wessex model rules. On 23 January 2007 Local 
Food Links Limited was registered with the Financial Services Authority. 

At the time LFL restructured, their products and services were: 

• A Local Food Club enabling members to gain the benefits of bulk 
purchasing local, organic and fair trade produce; 

• A hot school meals service for eight local primary schools in West Dorset. 

LFL wished to allow the community it worked with to become members in the organisation, contribute 
financially to the growth of it, and experience ownership of a community based asset. In particular LFL was 
seeking investments through the Financial Mechanisms Project for working capital (to bridge the time gap 
between payment of costs such as ingredients, staff and fuel, and the receipt of sales income), catering 
equipment, and implementing energy efficiency measures. It was intended that depreciation would allow 
eventual withdrawal of members' shares. 

LFL adopted the 'Enterprise Investment' model rules which, with HMRC approval, allows investors in eligible 
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organisations to claim 20 % of the amount invested as tax relief off their end of year tax bill. Even though 
LFL were offering no interest on shares purchased it was hoped that the tax relief would compensate for 
this. One condition of this was that investors leave their investment in LFL for five years (following recent 
research proving HMRC acceptance, other organisations have set the minimum term of investment at three 
years). 

Once LFL had obtained this assurance for their investors they worked on the creation of a prospectus for a 
share offering. Because of the nature of the Wessex Model Rules, LFL was able to show 'due diligence' 
internally. This meant that the prospectus had to be drawn up very carefully, keeping in mind the need to 
provide evidence that each statement made was "true and fair". The due diligence file was created 
accordingly, signed off by the Board of Directors, and kept available for inspection as the rules require. 

The two-fold aim of the share issue - building community involvement and raising capital funds - was 
problematic, as the £100 minimum share purchase required by the prospectus (£500 for EIS relief) 
precluded many of the LFL stakeholders from participating. As a result, LFL decided to create a membership 
share of £1 , but use £1 00 as the minimum investment required to tie the shares to the terms of the 
prospectus. 

The prospectus was professionally designed and included pictures from the work of LFL. Marketing activity 
was undertaken within the following groups: 

• The families of children at the primary schools LFL serves; 

• Stakeholders in the local food scene in West Dorset; 

• Trusts and Foundations (nationally, with an interest in local food); 

• Businesses throughout the South West (via Chambers of Commerce). 

All applications for membership were held until a meeting of the board accepted the members. At that 
point share certificates were distributed and members' names were entered into the register of members. 
Ongoing efforts at PR activity achieved some notable successes, including an article in the Guardian 
newspaper on the work of the organisation, and the winning of a community award from the Marshwood 
Vale Magazine. 

By the end of the share offer period £1 640 had been raised. This was less than anticipated, and may reflect 
the high risk a service-based social enterprise carries. If so, it may be more appropriate to use this type of 
share issue on an occasional basis to raise funds for specific capital needs of the company. It was also 
noted that the staff and directors of LFL had insufficient time to devote to promoting the share issue, as 
the organisation is in a phase of extremely rapid growth and expansion. 

The Board reflected and opted to re-open the share issue for a further six months, this time looking at 
marketing the product in different ways. 

5.5 High Street Organics 

This community co-op based in Bruton, Somerset provides organic fresh 
foods and wholefoods from local producers and co-operatives. It has 
evolved from a voluntary run shop open for half the week to one which is 
now open six days per week and providing part-time employment to six 
staff. During 2006 the co-op had the opportunity to either purchase its 
premise or renegotiate a business lease to create a secure future. As a 
result it decided that it needed to be in a position to be able to raise capital 
to purchase its premise. As the business grew it also had begun to suffer 
from a lack of capital to invest in shop fittings and expand its range of 
stock. Some members had given loans at critical times and it was hoped 
that in future loans could be replaced by shares. 

The co-op was already an existing IPS for Benefit of the Community using model rules from ICOM (now Co- 
ops UK). The Wessex new model rules were reviewed and the advantages and disadvantages assessed. The 
two principle advantages were that the new rules would allow a public share offering if capital were to be 
raised for purchase of the premises and secondly, any investment over £500 would attract EIS tax relief 
making investment more attractive. The main objections were to the rules were the potential of new investors 
from outside the community being able to invest and possibly control the management of the shop. 

Changes to the model rules were incorporated, including reducing the time for EIS compliant investment 
from 5 to 3 years and adding a clause to exempt the IPS from a full audit when it has a small turnover. 

The rule changes were made and the new committee of directors elected in the summer of 2007. The 
shop is still at a stage were it is making a small loss and so not yet in a strong enough financial position 
to be able to make a public share offering. However some supporters of the shop that have loaned funds 
to it are considering purchasing shares and taking advantage of the EIS tax relief before the end of the 
2007/08 tax year. 
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6 Lessons from Pilots 

6.1 Using the Model Rules 

Both sets of model rules were used and registered with a small number of 
amendments. The process of agreeing the rules was guided by a pack produced 
by the Wessex company secretary, the founding directors had to first meet, 
discuss the draft rules, and agree any amendments and additions. In several 
cases there was a desire to include much more specific objectives in the rules 
than the general ones in the model, this was overcome by including the specifics 
as an example of how the objectives are applied and so ensure that the rules are 
prepared without major amendments. Having agreed the rules with 
amendments, Wessex prepared the rules which were sent to the founding 
directors for adoption and signing. Other matters that need to be resolved at the 
first meeting of the board of directors of the IPS were also covered including 
appointment of an auditor, agreeing the year end and setting up of a bank 
account. 

In the case of Local Food Links, which was a company limited by guarantee, it was a simple process of 
transition to an IPS (the Wessex group undertook the registration process for Local Food Links Ltd. with the 
FSA as sponsoring body) and adopting the model rules with amendments as the new governing document. 

Subsequently Wessex have sponsored the adoption of the model rules by a range of new projects and in 
many cases have been able to secure approval in under a month. Two significant changes to the original 
model rules have also been agreed with the FSA, these are: 

• Inclusion of a three year minimum investment period for the enterprise model rules rather than 
five. This being the minimum period for investments to attract Enterprise Investment Tax Relief. 

• Inclusion of a clause to accept investment by a limited number of nominee shareholder accounts 
thereby enabling investment on behalf of investors by firms of stockbrokers. 

Experience from the pilots is that most of the founding directors and potential users of the model rules have 
never come across an IPS and are far more familiar with company structures. This does lead to a lot of 
questioning of the legal form early on, and concern because of unfamiliarity with the form - such as having 
non transferable shares. Compared to the promotion of Community Interest Companies (CICs) there is a 
very low level of awareness of IPSs and the benefits of the structure. There seems to be a good case for a 
more general promotion of IPSs, for example by organisations who work on IPS policy, which could take 
place at the same time as a reform of the law that has been announced. 

In summary: 

• Stick to the model rules for simplicity of start-up. More specific objectives can be referred to by 
giving examples of how the general objectives might be achieved. 

• Conversion from a company limited by guarantee to an IPS is straightforward. 

• Most potential users of the model rules are very unfamiliar with the IPS structure and there is a 
role for further promotional work around the IPS concept by IPS advocacy organisations. 

6.2 Writing Prospectuses 

The three original prospectuses produced were for Wessex Community Assets Ltd., Ecos Fund Ltd. and Local 
Food Links Ltd.. In writing the prospectuses, the directors of the pilot IPSs needed to consider the internal 
due diligence that had to take place in order to launch the share issue. This meant that directors had to be 
sure that they could evidence all statements made. 

The importance of having available time from steering group (or board of management) members to agree 
on the wording of the prospectus, and to have a well thought out process for doing this, is illustrated by the 
problems Wessex Community Assets faced in drafting their prospectus. The process of agreeing the 
prospectus wording was not always very clear with further comments received even after the prospectus 
had been agreed at a steering group. It was clear in retrospect that key issues around the returns offered, 
target sum, minimum sum and closing date should have been settled first with the detailed drafting coming 
later. Instead the drafting was done and these key issues were only considered later. In future a 2 stage 
process of agreeing the prospectus would be better: 

1 . The steering group to consider the return to be offered, sum to be raised, minimum shareholding, 
closing date (if any), and principles of the offer. 

2. Then detailed drafting around these principles. 

The input of the steering group is vital to the success of this part of the project. Time must be made to 
decide these key issues before other work can commence. It is also advisable for the steering group to 
make time available to complete the due diligence together as a group. This is important in terms of 
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ensuring that the prospectus is compliant with all regulatory and legislative requirements. As part of the 
due diligence a solicitor must issue a statement of compliance to inform members that the prospectus 
complies with the Financial Services and Markets Act (2000) and any voluntary code of conduct the 
organisation subscribes to (Malcolm Niekirk, now of Coffin Mew solicitors, provided this service for the pilot 
projects). All prospectuses issued as part of the pilot were deemed compliant, but it should be noted that 
careful drafting of the prospectus to ensure that all statements are true, fair and can be evidenced, will 
avoid unnecessary time delays and expense at a later date. 

In summary: 

• Propectuses should not be written before a viable business plan is in place. This will ensure that 
the organisations' overall objectives are clear and supported by a financial planning framework 
and financial projections. This will avoid the inappropriate sequencing experienced in, for 
example, the drafting of the WCA prospectus where the key issues such as the fund-raising 
target, interest rate and closing date were considered only after the prospectus was drafted. 

• Due diligence should be addressed during, not after, drafting to save time. It should also involve 
all steering group members. 



Prospectuses were issued on request and also via direct mailings with covering letters to those perceived to 
be stakeholders in the objectives of the particular IPS. Local Food Links targeted local individuals who had 
expressed an interest in work done by the organisation in the past, parents and guardians of primary school 
age children who were benefiting from healthy school dinners, and Charitable Trusts and Foundations who 
might wish to consider an investment or loan as a modern alternative to a grant (programme related 
investment). It also took the opportunity to hand out prospectuses at local events. 

With Wessex Community Assets it was difficult to find a segment of the market ready to invest in the IPS, 
this would have been simpler if there had been a CLT requiring finance which would be ready to go once 
they obtained funds through WCA with no alternative options. The local community to this CLT would have 
been incentivised to invest. WCA could assure no investor that their money would directly be invested into 
a particular CLT (e.g. one local to them) which removes the urgency to invest from a key market. The 
nature of the WCA fund meant that in no circumstances could an investor be sure that their investment 
would be in a particular CLT anyway (as CLTs would receive loans only as part of an independent application 
process), however if there was a CLT waiting for the loan it still would have been more of an incentive for 
local people to invest. The prospectus was issued speculatively to other segments of the market, Charitable 
Trusts and Foundations, housing associations, local contacts made (e.g. attendees of a conference on 
alternative economics held by the Diocese of Exeter), and local businesses. This reaped very little return and 
suggests a targeted marketing strategy needs to be developed with work done also to prepare this market. 
One consideration is that the nature of CLT schemes, where planning causes such uncertainty about timing, 
makes them unsuitable for an IPS issue unless used for a specific scheme that local people can then get 
behind. 

The delays in the issuing and sticking to the timetable for opening and closing indicates a lack of familiarity 
and capacity with the process of share offerings. With hindsight it would have been important to get 
agreement with the IPSs on how the Wessex group would work with them and agree a timetable that is 
adhered to for launch, PR and marketing. 

6 A Marketing 

All three prospectuses were designed using the same design template, this was done to indicate that they 
were from the same stable and also to reduce costs. They were also designed in a way which made it easy 
to promote on the web and to be e-mailed to potential investors. 



6.3 Issuing 




The strategy that was followed by all the offerings was to combine wide 
publicity in local, regional and national media with targeted direct mail 
to potential investors and investment advisors. The publicity in the 
media started with the underlying story of the New Financial 
Mechanisms project being a national ground breaking project and the 
philosophy of slow money being the underlying message. This was 
followed up with targeted press in local media where CLTs were being 
promoted as well as the Local Food Links project in Bridport. 



The coverage achieved was good, with a broad range of local, regional 
and national media covering the story and giving rise to direct 
investment in Ecos Fund. However, the direct marketing that coincided 
with this coverage failed to produce the level of investment that had 
been expected. In several cases it was difficult to get the punch-line in 
that this was a way of investing in a local project and that people 
interested should contact The Wessex group. 
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None of the pilots had a professional marketing department and they were all unfamiliar with - and 
probably uncomfortable with - seeking investment from prospective investors. For example, all undertook 
direct mailings but there was little follow up by phone, letter or e-mail as the deadline for investment 
approached. 

The marketing to individuals and institutions was the same when foundations need a very different offering 
if they are to consider programme related investment. 

For individual investors the marketing materials that were produced were also probably too complex, the 
message around Wessex Community Assets contains several new and unfamiliar concepts to address the 
affordable housing crisis. 

This can be compared with the Energy for All (an organisation specialising in facilitating community owned 
energy) offerings where the offering already addresses something in the public consciousness and the 
potential for it to earn money and repay a loan is easy to understand. In comparison the CLT model is un- 
tested and its ability to repay a loan is yet to be generally proven in the UK. 

None of the pilots adopted a particularly sophisticated approach to marketing, relying on low cost PR 
marketing and direct mail (both e-mail and post). There seems to be more that could have been done to 
refine this approach, with more follow up, and also greater targeting of particular groups of possible 
investors. It may be that in some cases a well know personality locally could be asked to make public their 
investment and so help others overcome their initial hesitation about investing. 

What is clear from the pilots is that a better understanding of the different groups of investors is needed. 

In summary (for 6.3 and 6.4) 

• The lesson of the WCA prospectus is that since the aims are broad, interest among potential 
investors could be improved by having a specific first project that is awaiting finance. Also 
specific first projects awaiting finance would stimulate interest among investors local to those 
projects. 

• Marketing plans need to be project specific. A clear idea of where the target amount to be raised 
might come from needs to be arrived at before any promotional activity. 

• The absence of marketing professionals meant that there were direct mailings but no personal 
follow-up. 

• Marketing to institutions needs to be distinct from marketing to individuals. 

• Publicise investment by well known personalities. 

6.5 The Investors 

One reason to seek investors is to widen the basis of ownership and involvement, and that is certainly the 
approach adopted by Local Food Links Ltd. At the other end of the spectrum Ecos Fund Ltd. has been 
created especially to create a vehicle for investing in Ecos Homes. 

The groups of potential investors from the three pilot investments can be grouped as follows: 

• Individual investors with an existing commitment to the project - such as members of Ecos or 
parents involved in Local Food Links school food scheme 

• Past investors (such as Ecos Homes investors) 

• Wealthy individuals with a connection to the area 

• Local charitable foundations and church investment groups 

• Charitable foundations with objects which align with the investment proposal 

• Other social enterprises such as Housing Associations 

It has become clear that each of these groups needs a different approach and in some cases their support 
used to elicit investment from others. 

For example, in the case of Local Food Links Ltd. the parents of the children that are participating in the 
local school food scheme are likely to have less free cash than the grand parents and so a way of involving 
them in investing might have been more successful. In addition, the people that shop at the Farmers' 
Market are likely to understand and believe in the mission of Local Food Links and may have more 
disposable income to invest in the project. 

Institutional investors are more used to receiving and dealing with grant requests and so may find the 
concept of investment difficult to handle, where they have been open to this in the case of WCA they have 
sought detailed business plans for the organisation and the way in which it will handle the funds. 
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Experience from other funds indicates that many of the investors in one ethical investment offering will 
invest in future offerings, indicating that looking after investors and being able to offer them future 
investment opportunities is an important way in which social enterprises can build up their investment 
funds. 

In summary: 

• Looking after investors may produce investment in other linked future projects. 

• Institutional investors who normally process grant requests may have difficulty with the concept 
of programme related investments. Further information including business plans may be 
required. 

• Imaginative identification of potential investors is needed. For example, with Local Food Links it 
was realized that grandparents of school children may have been as interested ias the parents in 
the concept while having more disposable cash. 

6.6 Funds Raised 

• Local Food Links Ltd raised £1 640. As Local Food Links has opted to re-open its share offer until 
the end of May, funds are still being raised and it is hoped that a new marketing strategy, and 
implementing the learning of this report, will assist Local Food Links to raise more investment 
funds through this vehicle. 

• Wessex Community Assets Ltd raised £9,200 from private investors. This amount is too limited to 
be usable for lending to CLTs. The board of WCA is also planning to extend its share offer to 
accommodate ongoing interest in the fund and, as with Local Food Links, to incorporate the 
learning from this report to make renewed efforts at raising the funds required to on-lend to CLTs. 
Interest has been expressed by a number of parties (including an intermediary specialising in 
Ethical Investment) in investing in the future, but that releasing funds from other locations and 
the time taken to complete the practicalities of the application form has delayed investment to 
date. The board of WCA intends to invite the current members to a meeting to discuss investing 
and try to gather some learning as to how to widen the market and 'recruit' more members. 

• Ecos Fund Ltd raised upwards of £630,000, two thirds of which came via intermediary sources 
(e.g. Independent Financial Advisors who are members of the Ethical Investment Association and 
Rathbones Greenbank stockbroker). 

• High Street Organics Community Co-op Ltd has not yet launched a prospectus and so has raised 
no funds to date. 



7 Success with Local Investment 

The experience during 2007 combined with the market 
research in 2006 and the experience of other 
investment raising initiatives such as Fair Finance and 
Fordhall Farm (a community owned farm in Shropshire) 
have begun to create a picture of what works and what 
doesn't work when it comes to Local Investment. The 
summary below has identified six factors which affect 
the success or failure of a local investment initiative and 
which any project needs to consider carefully before and 
during the share offering. 

7.1 Track Record 

Where we are seeking investment in a project or enterprise there has to be some prospect of offering a 
return on the investment. In order for an investor to feel confident about the enterprise some kind of track 
record of success is helpful. So, for example, both Local Food Links and Ecos had a track record of trading 
over several years. They were able to build up this record through past investments, in one case through 
grant aid and one through loans from a small number of key supporters. By contrast Wessex Community 
Assets had no track record of lending and only one Community Land Trust in the region has started 
operating. 

7.2 Clarity of Offer 

The offering that is being made has to be easily understood by a large number of people and has to be 
capable of being communicated in a very short form which grabs people's attention. Often the clarity 
comes from a general understanding of the solution that is being offered. So, for example, activities such as 
buying an organic farm, putting up a wind turbine or building an eco-home have been debated and 
highlighted by the media for many years. People know these are positive solutions and it is easy to 
understand how they can generate a profit. Both the WCA and Local Food Links offerings were highly 
technical and had the potential to confuse with excessive detail. 
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73 Blend of Value 

The market research and the experience of the pilots shows that making explicit the social and 
environmental return, as well as financial return, is very important. However, presenting this mix or blend of 
value in an easily understandable - and preferably quantifiable - way is more difficult. All the pilot offerings 
had simple measures of social return which were presented in various ways. However, to strengthen the 
offering it would have been better to include some clear, objective measures of social and environmental 
return. This is probably more important for attracting investment from institutions and via professional 
financial advisors. 

7 A Financial Return 

All the examples cited in this report talk about investments and that makes people think of a financial 
return. The return doesn't have to be enormous and probably most ethical investors would consider a high 
return on an ethical investment unlikely and possibly compromised in some way. However, a zero rate of 
return for a risky investment is likely to fail and will be a lot less attractive than a higher return for a similarly 
risky venture. So the risks associated with the Ecos Fund offering are counter balanced by an investment 
return which is above the normal savings rate. Being able to mix a tax benefit with a lower financial return 
is another way of adding to the return to the individual investor(s). 

7.5 The Community of Investors - the Mix of Investors - Individuals and Institutions 

It is clear that the promotion of offerings to different potential investors is essential and that, before 
starting, a clarity about the target audience is essential. In many cases the pilots had quite a vague idea of 
who may or may not invest and what different information institutions and individuals may require. Being 
able to identify the groups of people to target in different ways, but with the same offer document, has 
proved to be difficult and it may be that as projects become more experienced they begin to produce 
separately approved documents for different audiences. For example, one offer document for institutions 
seeking a long-term loan and one for small investors able to invest a few hundred pounds. 

7.6 Effective Marketing 

Marketing begins when the offer document has been printed and is ready to be distributed. For all the 
pilots it seemed that the effort of registration, writing the share offering, preparing the due diligence file, 
and agreeing the design and layout was time consuming enough. Completing the job by posting the offer 
out to a couple of hundred contacts seemed quite enough, but as can been seen from the returns far more 
was needed. A thorough marketing plan which uses the right media to communicate and engage investors 
is essential. The connection between the organisation and the investors is strongest where it is personal and 
has an emotional resonance - one can see how the Fordhall Farm experience achieved this by 
communicating a personal human story. The success of Ecos Fund was achieved in part by the links that 
the staff and directors had with a large number of supporters that had built up a rapport over several years. 

To create a successful local investment offering each of these six factors has to be addressed. Clearly the 
ideal offering is easy to imagine but a lot harder to produce in practice - the local organic food business 
with five years profitable trading which sells exclusively to people in a deprived inner city area and able to 
offer EIS tax relief, a k % annual return and owns it own premises, all wrapped up in a glossy share offering 
that is endorsed by a local celebrity. If only it was that simple. The reality is that any offering has to be an 
honest compromise which has a mix of benefits and is delivered as effectively as possible using the 
resources available. 
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7.7. Case Study: Water Power Enterprises (h2oPE) and Torrs Hydro New Mills Ltd 

There is an untapped potential for hydroelectricity that exists almost in every river in this country which is 
being overlooked by most. That untapped potential drove the early stages of the industrial revolution and 
the infrastructure is still there. River weirs were constructed by their thousands and generated mechanical 
power for the industrial revolution. Water Power Enterprises (h2oPE) has developed a social business to re- 
use those river weirs for their original intention, namely the generation of green electrical power. 




h2oPE intend to develop these 'low head' hydro sites using the Archimedean screw. The water will run from 
above the weir, down the screw and turning it, returning to the river just below the weir. The turning 
motion of the Archimedean screw generates electricity which can then be sold through the national grid. 
The technology is simple and is proven to work. h2oPE is in a position to produce renewable energy at no 
cost to the future of the planet. By this means h2oPE aim to save approx 8,500 tonnes of carbon emissions 
per year by installing around 5MW of renewable energy by 201 5. This is the equivalent of saving 24 million 
car miles per year and supplying upwards of 10,000 homes. 

Torrs Hydro New Mills Ltd and h2oPE 

h2oPE's approach is to develop partnerships with local communities near river weirs. Their aim to remove 
the two usual barriers preventing such schemes going ahead: 

• To provide the finance to develop sites, whilst offering the local community an opportunity to get 
involved in their local scheme, and directly benefit from it; 

• To provide the capacity to develop hydro power schemes by taking each site through to investment 
readiness, raising finance and by installing and maintaining each site. 

During h2oPE's community consultation for a project in New Mills, Derbyshire, members of the local Friends 
of the Earth approached them with a wish to become involved more integrally with the scheme and 
specifically to contribute financially to the project. 

After evaluating various options, h2oPE discovered the pilot work that the Wessex group were doing on 
developing Financial Mechanisms for Social Investment and realised that this was their preferred solution. 

Working with Wessex Reinvestment Trust 

Because the project already had a build schedule, h2oPE needed to progress the development of the IPS 
and its Share Offering very swiftly. The Wessex group made this possible by the clear processes and well 
developed guidelines, and prompt response mechanisms that they had put in place to help other groups go 
down this route. 

From h2oPE's first approach to the Wessex group in July 2007, the IPS - Torrs Hydro New Mills Ltd - was 
incorporated early September 07, the share prospectus launched on 23 November and closed, successfully 
on 31 Jan 2008. 

H2oPE and Torrs Hydro New Mills Ltd found putting together the prospectus and doing the associated due 
diligence straightforward (although they did have previous experience in their team of similar work). 

The results underline the success this financial mechanism can bring. The share offering raised over 
£97,000 from 200 people, over half from the local area. 

A key part to the success was employing a professional marketing and PR consultant, who worked with 
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h2oPE and Torrs Hydro New Mills Ltd from launch, through direct contact to potential investors, and a final 
information day that secured £10,000 on its own. PR and marketing activities that h2oPE and Torrs Hydro 
New Mills Ltd carried out were: 

• A press pack; 

• Press events - an open day/press launch; 

• Giving interview tips; 

• A guide to difficult questions and answers; 

• Ongoing promotion - establishing a press database and a database of interested parties; 

• Developing national PR led marketing campaign; 

• Promotion of prospectus. 

Tips on launching a community share issue from h2oPE 

• The prospectus is your selling document, for inspiration think of very clear corporate brochure. If 
people don't understand it then they won't follow up with queries. Ask two or three people (who 
might fit into your target investor profile) who have nothing to do with project to look over the 
document. They will tell you what's not clear and what needs improving; 

• To complete the due diligence process a clear understanding is needed of what due diligence is and 
why you are doing it. h2oPE and Torrs Hydro New Mills Ltd created a due diligence list, referencing 
all the documents where the data and information in the prospectus had come from and double 
checked that the prospectus was a fair reflection of fact. The main skill needed for this is common 
sense; 

• Look closely at the examples from the Wessex group, and gain an understanding of what is must be 
included in your rules and prospectus (as required by the Financial Services Authority) and what you 
are free to add to help to sell the idea to the investor; 

• Look at the more successful community share issues, such as Ecos Fund Ltd which had a very clear 
message; 

• Marketing should be considered at the very beginning when the original Directors are proposed. 
Their skills should be identified and also what commitments they can make. Try to get a feel for their 
marketing experience and let them know the types of activity they might want to consider from 
looking at the experience of other community share issues; 

• Try to plan a schedule of events (i.e. an initial introduction to the project; an open day; a share offer 
launch evening; site tours; final exhibition). Other activities - like presentations to local councils, 
business forum, school governors - can be slotted in; 

• Consider template designs for posters and leaflets. There may be some graphic talent within the 
interested parties; 

• Local Marketing: Identify where posters and leaflets can go and earmark people for distribution. 
Identify the local newspapers and free sheets - ask amongst the team if anyone locally knows the 
Editor, local journalists and if they can be met early on? Compile local press cuttings. Identify local 
deadlines. 

• Promotion of prospectus - from interested person to cash! The key thing here is to keep a database of 
interested people from the very first public meeting and keep encouraging them to sign up all the 
way to the prospectus deadline - look after them! One tip learned from Energy k All (from their 
successful community share issues for wind energy projects) is to keep messages simple and repeat 
them. 
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8 Conclusions and Next Steps 



The next stage of the project will build on the success of creating a new set of IPS model rules which have 
enabled low cost public share issues for social enterprises. 

There are three parts to the next stage each of which are a response to the lessons of phase one: 

8.1 Refine the IPS model rules and promote the general use oflPSs 

1 . Create a new set of IPS Co-op model rules which enable low cost compliance with financial 
promotions regulations. This provides a route for enterprises able to offer market returns to 
investors and so can not be treated as purely community benefit entities. Wind energy and other 
renewable energy projects could benefit from this. 

2. The IPS and Mutual legislation is being reviewed by the Treasury in 2008 and it is important that 
Wessex is able to contribute fully to this reform to ensure that it takes into account the new 
thinking that we have developed. 

3. In collaboration with Co-ops UK and others we need to promote a much wider understanding and 
appreciation of the IPS legal form as a way of enabling new social enterprise. 

8.2 Create a market for investment in social enterprises of the type promoted in the phase 1 pilot 

1 . The creation of a market place for investment in social enterprises is needed if the full range of 
institutions including charities, stockbrokers and pension funds are to become fully engaged in 
the sector. Links with Investing for Good, Social Stock Exchange and others need to be exploited 
in order to grow the sector. 

2. Using the Wessex Community Assets and Wessex Reinvestment Society IPSs a pilot of a regional 
investment fund needs to be created to make investments in property and enterprise projects and 
act as an assured conduit for national and regional institutional funds. 

8.3 Apply the thinking developed in the pilot phase to other legal forms to reduce the costs of raising 
ethical investment 

1 . Reducing the cost of compliance with financial promotions regulations could be applied to other 
legal forms. In particular there are three areas that are worthy of further research: 

a. Real Estate Investment Trusts (REIT) as a way of raising investment in CLTs. 

b. Model CIC rules which require less costly due diligence processes to comply with financial 
promotions regulations. 

c. A standardised due diligence process to apply to a public share offering of a share 
company. 
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Appendix 1: Wessex Reinvestment Trust Exploratory Market Research 

Investing in Local Communities: Characteristics and Needs of Potential Investors 
Context 

This research was carried out as part of an ongoing investigation into financial mechanisms for increasing 
investment in community initiatives and social ventures. 

This section of the work was designed to build a picture of the characteristics and needs of potential 
investors. This, together with a developed knowledge of the existing supply of investment, will help in the 
formulation of financial mechanisms that are both effective for those trying to raise investment and 
attractive to those looking to invest. 

Method 

A structured questionnaire, designed to determine people's investment criteria and needs, was sent to 
members of both Ecos Trust (Somerset Trust for Sustainable Development as was) and Lyme Regis 
Development Trust. Both of these Trusts are concerned with community regeneration and therefore it was 
thought some of their members might have an active interest in the research. This was found to be correct 
as the survey generated 61 returns from interested parties. 

Respondents were first asked about their priorities when considering an investment, the types of venture 
they would consider investing in, what their current financial practices are and the finances they have, 
either available for investing or already invested. The section was headed Investments and money. 

The following two sections of the questionnaire presented respondents with a basic outline of a 
hypothetical investment opportunity. Respondents were asked how important they deemed different 
features of the opportunity, from an investment perspective, and then how strongly they agreed with 
statements relating to the proposals. 

Scenarios 

The hypothetical investment opportunities used in the questionnaire are outlined below to enable a better 
understanding of the results presented. 

Scenario 1 

• Retail shop selling exclusively organic, fair trade and local produce (in particular vegetables, whole 
foods and dry goods, cleaning products, bread, dairy and skincare products). 

• Serves a small town in Somerset and surrounding villages. Has a loyal and growing customer base 
and is supplied by 6 local farms. 

• Needs investment of approximately £1 5,000 to expand the business as a result of a new three-year 
lease currently being negotiated. 

• Will be able to offer investors a small return on investment of k % to 5 % per year after the first three 
years. May be possible to offer higher rate taxpayers tax relief via the Enterprise Investment Scheme. 



Scenario 2 

• Community Development Trust in ownership of a large building rented out to a variety of projects 
and businesses, some of which pay a commercial rent and some of which are subsidised. The Trust 
runs many local projects including a community cafe, education projects and a local cultural festival. 

• The property was recently purchased from the local council. The trust is now looking to raise finance 
both to replace a short-term loan, taken out to purchase the building, and to invest in a 
refurbishment and an extension of the building. 

• Seeking £1 30,000 of investment. Investors will receive a 3 % to 5 % annual return, with the capital 
being returned at five years and ten years. 

Results 

Investments and money 

Figure 1 shows that security on investment is of fairly high importance or above for the majority of 
respondents, with very few respondents regarding it as only slightly important and none disregarding it 
altogether. It can be seen that environmental benefit and benefit to the local community, are the criteria 
most often considered very important by respondents. Financial return on investment is the criteria the 
most number of respondents deemed only slightly important. However, figure 1 demonstrates that all the 
criteria are important to at least 80 % of respondents. 
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Investment Criteria and Perceived Importance 
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Figure 1. Graph to show the 
importance respondents 
placed on different investment 
criteria 
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Figure 2. A graph to show the 
number of respondents that 
would be interested in 
investing in different types of 
project 



Figure 3. A pie chart to show 
the current financial behaviour 
patterns of respondents 



Figure 2 shows that, of the options presented to respondents, investment in sustainable housing has 
generated the most interest. This is likely to be due to the fact that the Ecos Trust, to whom the majority of 
respondents belong and were identified through, specialises in the construction of sustainable homes. 

It should be noted however that, aside from sustainable homes, none of the options presented generated 
greater than 50 % interest from respondents. There is no way of knowing if this low interest is a reflection of 
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the options presented or if it is simply that a lot of the respondents are not currently in a position to invest 
in anything, and therefore felt unable to answer the question. 

Figure 3 shows that respondents have fairly evenly adopted a range of financial behaviours, with regular 
donation to a charity being the most common behaviour and using the services of a financial advisor being 
the least. 

Savings or Investments 
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Figure 4. A pie chart to show the finances 
respondents have both available for investment 
and already invested 



It can be seen from figure k that the majority of respondents have sums in the higher end of the options 
presented (50,000 to 250,000 or more) either available for investment or already invested. 
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Figure 5. A graph to show 
the perceived importance of 
different features of the 
investment opportunity 
presented in scenario 1 



Figure 5 shows the respondents regarded the support of local farmers by the investment opportunity as 
important, with nearly 80 % of them saying it is very important. Only two statements had less than 50 % of 
respondents saying it was very important, these were: ownership by local investors and the rural location. 

Most of the respondents agreed or strongly agreed with most of the statements presented to them. Only 3 
statements generated a higher than 50% disagreement rate, these were 1, 3 and 7: 

• The return on investment is too low to interest me; 

• I would only invest if I live in the same town; 

• I would only invest if the business could offer much higher returns on my investment 

This backs up the finding in the investment and money section, that in financial return is perhaps less 
important to investors than other criteria. However, it contradicts the findings in the investment and money 
section by suggesting that proximity to the investor of the investment opportunity is highly important. This 
suggests 'local' could in fact just mean in the same county or region. 
Statements 8 and 9 both had over 80 % of respondents agreeing with them. These were: 

• I would like to see some proof that the business is supporting the local community 

• I would be happy to keep my investment in for more than three years 
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This suggests supporting evidence to claims of benefits derived is important to investors, probably giving 
them greater confidence in the investment. It also suggests that if the investment is sound people are 
happy to commit their finances to it for the reasonably long term. 

Agreement on Statements Regarding Investment Opportunity 
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Figure 6. A graph to show 
the strength of agreement 
or disagreement with 
statements associated with 
scenario 1 



Number 


Statement 


1 


The return on investment is too low to interest me 


2 


If tax relief were to be offered I would be interested in investing 


3 


I would only invest if I live in the same town 




I would want to have a very detailed investment prospectus before I could decide 


5 


The endorsement of an independent financial advisor would help me to decide if it is a 

good investment 


6 


I would only invest if there is some security for my investment 


7 


I would only invest if the business could offer much higher returns on my investment 


8 


I would like to see some proof that the business is supporting the local community 


9 


I would be happy to keep my investment in for more than three years 



Table 1. The corresponding 
statements for figure 6 
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Over 70 % of respondents in figure 7 thought the fact that this investment opportunity would support a 
local community organisation was very important. The fact that it is a property-based project is of least 
importance to the respondents. However, given the previously shown disposition of respondents towards 
sustainable construction, had the scenario specified that the refurbishment and extension were to be 
sustainable in design and construction the building criteria may have increased in importance. 

Figure 8 shows a large degree of agreement from respondents with the statements presented to them. Only 
k of the 10 statements generated more than 50% disagreement, these were 1, 3, 7 and 10: 

• The return on investment is too low to interest me 

• I would only invest if I lived in the same town 

• I would only invest if the business could offer much higher returns on my investment 

• I would be happy to keep my investment in for at least ten years 

This confirms further the relative unimportance of high financial returns over other, more altruistic benefits. 
It also highlights again that although local initiatives were previously stated to be very important the 
interpretation of local may come down to region or county. 

Four of the statements generated an over 80 % agreement rate, these were 4, 6, 8 and 9: 

• I would want to have a very detailed prospectus before I could decide 

• I would only invest if there is some security for my investment 

• I would like to know more about how the project supports the local community 

• I would want to be able to withdraw my investment after five years 

This again shows the importance of security for the investment, and evidence and full information of its 
impacts. It also shows that although, as in scenario 1 , people are happy to invest for over three years, over 
five is possibly too long for investors to see their money back. 
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I would be happy to keep my investment in for more than three years 
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Conclusions 



Several important points have come out of this study with regard to conceptualising financial mechanisms 
to facilitate investment in community initiatives and social ventures. The first of these relates to the nature 
and marketing of investment opportunities in order to generate interest from investors, and can be 
summarised as: 

• The investments must be secure; 

• Social benefits of any investment opportunity are less likely to attract interest than environmental 
benefits. As the two are often closely linked, using an environmental basis for promotion of the social 
benefits may be useful; 

• Investors are particularly interested in projects in their own locality (although interpretations of 
locality may stretch to county or region), so matching investment opportunities with investors on a 
location basis may increase the chances of generating the investors interest; 

• The majority of investors actually regard all of the criteria presented to them as fairly or highly 
important. Therefore investment opportunities that are multi-beneficial and holistic are likely to 
generate the most interest. 

The presentation of scenarios to respondents highlight other interesting points: 

• Even the possibility of only a 3 % return on investment did not put respondents off an investment 
opportunity, confirming that high financial return is not important; 

• Respondents were concerned about the security and detail of investment opportunities, 
demonstrating that although a relatively low return on investment was acceptable, some return on 
investment and some guarantee of the return on investment was highly important, in other words, 
ethical investors appear to be low risk, low return in their philosophy; 

• Immediate proximity to the investor is not a criteria for investment; 

• Investment period of between 3 and 5 years seem to be optimal; 

• Investors require assurance and evidence of the benefits projects claim to deliver. 
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Appendix 2: Initial Investment Appraisal Form 
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\A/hnt ctpnc Hn \/ni i hn\/p tn tnl^p tn hprn m p 1 in\/pctmpnt rpnH\/'? 
VVI IUL bLCUb UU yUU 1 IUVC LU LUI\C LU UCLUI 1 IC II IVCbLI 1 ICI 1 L 1 CUUy : 


n 
\j 




E 


_> 


\A/hnt mnniPQ hnc thp nrniprt rni^pH tn Hntp nn \A/hnt tprmc nnH frnm \A/hnm? 

VVIIUL IIIUIHCb 1 IUb LI IC Ul UJCLL 1 UlbCU LU UULC, Ul 1 VVI IUL LCI 1Mb, Ul IU IIUIII VVI IUI 1 1 . 


M 

IN 




F 


A 


\A/hot ic tho nrniartcin f innn t~\ r\ oi \\ t~r\ m o of tho nrniart ( i o Hoc/"riho tho ovnarton t~ r\rv\ r\ i of fi inninn i? 
VVIIUL Ib LIIC pi UJCLLCU 1 II IUI ILIUI UU LLUI 1 IC Ul LI IC pi UJCLL U.C. UCbLI IUC LI IC CApCLLCU LULI\LUII Ul 1 Ul IUII IL) A 






F 


c; 
j 


\A/hnt nrnnnrtinn nf thnt r'nr'L'tnil nf fi mHinn ic rpnrpcontpH h\/ thic nrnnncn 1 ? 
VVI IUL Ul UUUI LIUI 1 Ul LI IUL LULI\LUII Ul 1 Ul IUII IU Ib ICUI CbCI 1 LCU Uy LI lib Ul UpUbUI : 


M 




E 


6 


Are there other applications for funding presently outstanding, if so with whom and what is their status? 


I 




E 


7 


Who are the other shareholders / business partners and in what ratio? 


Q 




E 


8 


Dnpc. thp nrniprt npnprntp ( nr hn\/p thp rnnnritv tn npnprntp^ inrnmp? Tf c.n hnw mi irh? 

L/UCJ LI 1 \TT IJ 1 w J CLL VJ C 1 ICIVULC \UI 1 IVUVC LI IvTT ^VUL/VUv_l L V LU UCI ICI ULC/ III LUI IICT. 11 JU, 1 IUW 1 1 IULI 1. 






E 
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Dnp^ thp nrniprt npnprntp ( nr hn\/p thp rnnnritx/ tn npnprntp^ rnnitnl nrnwth? Tf «;n hnw mi irh? 

L/UCj LI IC pi UJCLL y CI ICI ULC \UI 1 IUVC LI IC LUJJULI Ly LU y CI ICI ULC / Lupi LUI y 1 U VV LI 1 . 11 jU, 1 IUW IIIULII. 


R 




E 


10 


For loan arrangements, does the current legal structure have the power to borrow money? 


E 




E 


1 1 


For loan arrangements, is there a surplus of income above that require to service the loan, if so, how 
much? 


T 




E 


12 


For loan arrangements, is there a surplus of security above that require to secure the loan, if so, how 
much? 


U 




E 


13 


Does the project business plan recognise risk factors and identify contingent measures? 


R 




E 


14 


Is there a business plan to service the investment? If so, what are the details? Please describe in detail 
your trading activities 


N 




E 


15 


Does the investee have access to expertise to support them, if so, who? 






E 


16 


Are there many / any years of accounts available? 
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s 


R 


s 


1 


What social (inc. environmental) "return" or "impact" will your enterprise deliver? Describe how you will 
create positive change. 


o 


E 


s 


2 


What specific outputs will you deliver, e.g. training, jobs, workspace or facilities created, waste recycled, 
renewable power generated, etc 


c 


T 


s 


3 


How will vou mpnsurp whpthpr thpsp outnuts hnvp hppn dplivprpd? 

1 1 vvv Will V VJU 1 1 Iv^UJUl L V V 1 1 V_ LI 1 V— 1 LI IV — JL UU LUU 1 — J 1 1 LA V \_ ULLI 1 LJ V- 1 1 V L. 1 L. LJ . 


I 


U 


s 


k 


What reporting mechanisms will you use, e.g. annual report, newsletters, social audit, social return on 
investment, etc 


A 
A 


p 


c 


c 
D 


Will your project engage or give a control/ownership stake to key stakeholders, e.g. staff, suppliers, 
LUbiuiiicib, Liic iului lui i ii i iui iiiy: 


1 

L 




c 


D 


will your project nave an asset iock.: 












R 




R 


1 


What perceived risks are there from the project's perspective? 


I 




R 


2 


How can these risks be mitigated? 


s 




R 


3 


What perceived risks are there from the investor's perspective? 


K 




R 


k 


How can these risks be mitigated? 


S 




R 


5 


What perceived risks are there from the project customers' perspective? 






R 


6 


How can these risks be mitigated? 
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Appendix 3: Example of a part completed due diligence checklist (for 
Local Food Links Ltd.) 

Prospectus dated . Due diligence review. 



Page 


Item 


Statement 


Comment 


Ok? 


1 


Introduction to 
Local Food Links 
Limited 


Local Food Links Ltd is a new 
"community-benefit" society, 
established with the support of 
West Dorset Food and Land 
Trust. 


Any evidence will do 
(pamphlet, Rules, letters 
from the FSA, letters from 
West Dorset Food and 
Land Trust) 




1 




Both organisations work from the 
Bridport Centre for Local Food. 


a. Pamphlet 

b. Registration doc 




1 




The mission of Local Food Links is 
to provide a range of catering, 
distribution and retail services 
which supply high quality, 
affordable food to the local 
community. 


Business Plan held 




1 


Our food policy 


Local Food Links will work with 
Direct from Dorset and other 
accreditation bodies to ensure 
that claims made for provenance 
and traceability can be 
substantiated. 


Letter/agreement from 
Direct from Dorset 




2 


Our current 
products and 
services 


A fruit scheme for key stage 2 
children (7-1 1 year olds) in 6 
primary schools, which supplies 
local, organic and fair trade 
produce that is then cut up into 
fruit salads by parent volunteers 
and sold to the children. 


Copy of agreements with 
each of the 6 schools. 






Etc. 










Etc. 
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Appendix 4: The Rules of Wessex Community Assets Ltd 



Dated 



2006 



Rules 
of 

Wessex Community Assets Limited 

(Registered office: The Threshing Barn, Woodhayes, Luppitt, Honiton, Devon EX14 4TP) 

(incorporated under the Industrial and Provident Societies Act 1965) 



Reinvestment Rules - Community Assets Model 

Registered number 301 75R 



Wessex Reinvestment Society Ltd 

The Threshing Barn 

Woodhayes 

Luppitt 

Honiton 

Devon 

EX14 4TP 

Telephone: 01404 549139 

Fax: 01404 549658 

e-mail: enquiries@wessexrt.co.uk 



Lester Aldridge Solicitors 

Alleyn House 
Carlton Crescent 
Southampton 
S015 2EU 

DX 96882 Southampton 10 
Telephone +44 (0)23 8082 7400 
Fax +44 (0)23 8082 7441 
e-mail:enquiries@lester-aldridge.co.uk 
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Rules of Wessex Community Assets Limited 
A Name, number and main objects 

1 What is the society's name and number? 

1 . 1 The society's name is Wessex Community Assets Limited. 

1 .2 The society's registered number is 301 75R. 

1.3 The society's registered office is The Threshing Barn, Woodhayes, Luppitt, Honiton, Devon EX14 
4TP. 

2 What are the society's objects? 

2.1 The society aims to: 

2.1.1 Maintain or improve the physical, social and economic infrastructure within the South 
West of England; 

2.1.2 Advance education (particularly concerning asset based community development and 
enterprises with a community or environmental focus); and 

2.1.3 Provide an opportunity for public-spirited people and organisations to contribute 
financially to the community, with the expectation of a social dividend, rather than 
personal financial reward. 

2.2 Examples of the ways in which the society may carry out its objects may include: 

2.2.1 Providing housing for those in need and help to improve housing standards; 

2.2.2 Creating training and employment opportunities by the provision of workspace, buildings 
or land; 

2.2.3 Developing new or existing services to the local community that contribute to the local 
economy. 

2.3 Those objects are carried on for the benefit of the community. 

2.4 The society's members may, subject to the registration of a rule amendment by the Financial 
Services Authority, change the society's objects. See rule 31 . 

B Rights of members of the society 

3 What types of share are there? 

3.1 All shares in the society are ordinary shares with a nominal value of one pound each. The 'par' or 
'capital' value of shares may be reduced in some circumstances (see rule 1 6). 

3.2 The society may issue some shares as designated for a particular purpose. Those shares may carry 
a risk or return which is different from that for other shares, (see rule 16.5). However, all shares 
irrespective of their issue will have the same voting rights. 

4 What is the minimum shareholding? 

4. 1 Members of the society must have a minimum shareholding of one share. 

4.2 Members that withdraw all of their shares will no longer be members of the society. 

5 What is the maximum shareholding? 

5.1 A member's total shareholding cannot exceed the maximum the law allows. Currently that is 
£20,000. But that limit does not apply if the member is an industrial and provident society. 

5.2 In rule 5.1, a member's total shareholding includes all shares registered in the member's name, 
including (for example): 

? All shares jointly held with others; and 

? Shares held on behalf of others. 
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6 How to become a member of the society? 

6.1 On formation of the society, the subscribers to these rules become members, each holding one 
share. (This rule does not apply to the society where the society is adopting these rules in 
substitution for an earlier set of rules). 

6.2 The directors of the society will, from time to time, set the procedures and forms to be used for 
applying for shares and for the minimum allowable shareholding under rule 4.1 . Those procedures 
should include the following: 

6.2.1 The directors will obtain legal advice, to confirm that any proposed financial promotion: 

a. Does not contain any untrue or misleading statement; and 

b. Gives a reasonable and fair description of the risks associated with holding 
withdrawable shares in this society; and 

C. Complies with any voluntary code or guidance which the society may, from time 
to time, agree. 

6.2.2 For this rule, a proposed financial promotion is any document issued by the society to 
promote the issue of shares (or anything else which might be considered an investment if 
issued by a company, such as a bond, for example). 

6.2.3 For this rule a document also includes 'non-real time communications' and 'real time 
communications' (as described in article 7 of the Financial Services and Markets Act 2000 
[Financial Promotion] Order 2001 ; SI 2001 /1 335 1 ), even if it is not in documentary form. 

6.3 Members must pay £1 .oo for each share for which they apply. 

6.4 When shares are issued, the society will provide a share certificate in respect of those shares. At 
that time a member's details will be entered into the society's register of members. 

6.5 The society may operate a share purchase instalments scheme to help members to purchase the 
minimum shareholding. Some legal restrictions may govern the operation of that scheme. 

6.6 The society will take reasonable steps to verify the identification of members. The society will 
retain a copy of all documents seen to verify the identity of a member. 

7 How do members withdraw their shares? 

7.1 All shares are withdrawable. When members withdraw shares, the society may return the money 
paid for them. Subject to rule 1 6.1 this does not apply if the society has reduced the capital value 
of shares (by passing a board resolution, under rule 16A1). In that case the society will return 
only the reduced capital value of the shares. 

7.2 If shares are withdrawn the society will pay any interest accrued to the date of withdrawal. 

7.3 Shares may be withdrawn on 180 day's notice. All withdrawals shall be in the order in which the 
notices are received by the society. 

7.4 The society may waive that notice period, or accept a shorter notice period. That will be at the 
sole discretion of the society's directors and members have no right to insist that the society 
should waive or reduce the normal notice period. 

7.5 Members must return their share certificates to the society 180 days after providing notice of 
withdrawal. 

7.6 When members apply to withdraw shares, they will need to 

Complete a withdrawal form (as set by the society's directors); 
comply with any procedures the society's directors may set; and 
produce evidence of identity (if not previously provided). 

7.7 From time to time, the society may suspend (or limit) a member's right to withdraw shares. 

7.8 There is a minimum number of members. The minimum is currently: 

two (if both members are industrial and provident societies); or 
three (if any member is not an industrial and provident society). 
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If... 

the society has no more than the minimum number of members... 
then... 

those members can withdraw some of their shares, but, 

those members cannot withdraw all of their shares. 

7.9 Members may end their membership of the society by withdrawing all their shares. Or, if the right 
to withdraw is suspended by rule 7.7, members may surrender all their shares. On surrender the 
directors of the society may (but do not have to) pay some or all of the money paid for the shares. 

8 What if a member loses their share certificate? 

8.1 The members of the society are those whose names are on the register of members. So, at their 
discretion, the directors may allow the society to replace a lost or destroyed share certificate. 

8.2 The directors may set conditions for the replacement. Members will have to meet those conditions 
before the society can issue the replacement. 

9 Can a member sell their shares? 

9.1 A member cannot transfer any of their shares to any other person. 

10 What are a member's voting rights? 

10.1 At the society's annual general meeting (and other general meetings of the society), each member 
has one vote. Members will have one vote each irrespective of the number of shares they may 
hold. 

1 1 Can a member hold shares in joint names? 

1 1 .1 A member may hold any shares in their own name. Or they may hold them jointly (with up to three 
others). 

11.2 Suppose a member represents an unincorporated association (perhaps a club or society, for 
example). The association's shares must be held in the joint names of two or more persons. The 
association cannot hold shares in its own name (but the holders of its shares may ask the society to 
note the association's name and address in the society's register of members). 

1 1.3 For voting and the payment of interest, the joint holders of a share are one shareholder and one 
member. 

1 1 A If a member holds a share jointly, the member and the other holders of that share may go to the 
society's general meetings (and speak at them). But only one of the holders of that share can vote. 
If the holders of the share cannot agree between them who is to vote, it will be the person named 
first (in the society's register of members). 

1 1 .5 Similarly, the society will send correspondence, notices, and the share certificate, only to the person 
named first (in the society's register of members), unless that person gives the society different, 
written, instructions. 

11.6 Similarly, the society will pay interest only to the person named first (in the society's register of 
members), unless that person gives the society different, written, instructions. 

11.7 Unless members give the society different, written, instructions, all joint holders of a share must 
sign an application to withdraw the share. 

12 Can children own shares? 

1 2.1 Members must be 1 6 years old, or older. 

12.2 A person under 16 cannot be a member. But a member can hold shares on behalf of somebody 
who is under 16. The society has to treat those shares as belonging to that member (and not the 
child), for the purposes of rule 5.1 (which sets the greatest total value of shares a member can have 
in their name). Following that person's 16 th birthday, they may become a member of the society 
and those shares can pass on to them. 
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13 What happens on death or bankruptcy? 

1 3.1 This rule 1 3.1 applies on the death of a member holding a share in their own name. 
For shareholdings of £5,000 or less: 

if... 

The member has named a person to take the shares on their death (called the member's 
nominee), 

...and if... 

....the shares registered in the member's name have a total value of £5,000 (or less), 
then... 

the society will transfer the shares to the member's nominee. 
For shareholdings greater than £5,000: 

if... 

The member has named a person to take the shares on their death (called the member's 
nominee), 

...and if... 

....the shares registered in the member's name have a total value of more than £5,000, 
then... 

. . .the society will transfer the shares to the member's nominee, but only for shares with a total 
value of £5,000. The society will decide which shares transfer to the member's nominee. The 
member's personal representatives will have to deal with the other remaining shares. 

For shareholdings where the nominee is younger than 16 (when they could take the shares): 

if... 

The member has named a person to take the shares on their death (called the member's 
nominee), 

...and if... 

...the member's nominee is younger than 1 6 (when they could take the shares), 
then... 

...the society may treat an adult (the nominee's mother, father, or guardian, for example) as 
having the rights of the nominee. The society will then transfer the member's shares to them. 
That adult must undertake to hold the shares on trust for the nominee. 

For shareholdings where the member has no nominee and the value is £5,000 or less: 

if... 

The member has NOT named a person to take the shares on their death, 
...and if... 

....the shares registered in the member's name (and any other interests the member may have 
with the society) have a total value of £5,000 (or less), 

then... 

...the society may (at the society's discretion) transfer the shares to the person who seems to 
have the legal right to them (member's wife, husband, civil partner or children, for example). 
The society will ask for evidence of their right. The society is unable to transfer the shares to 
that person if the personal representative has applied for probate or letters of administration. 

For shareholdings where the member has no nominee and their personal representatives have 
applied for probate or letters of administration, and the value is £5,000 or less: 
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If... 

The member has NOT named a person to take the shares on their death, BUT their personal 
representatives have applied for probate or letters of administration, 

...and if... 

.... the shares registered in the member's name (and any other interests the member may have 
with the society) have a total value of £5,000 (or less), 

then... 

... the society will transfer the shares to the member's personal representative. The society must 
see the probate or letters of administration. 

For shareholdings where the member has no nominee and the value is greater than £5,000: 

if... 

The member has NOT named a person to take the shares on their death, 
...and if... 

... the shares registered in the member's name have a total value of more than £5,000, 
then... 

...the society will transfer the shares to the member's personal representative. The society must 
see the probate or letters of administration. 

1 3.2 After the society has transferred the member's share to their personal representative, the personal 
representative: 

may apply to withdraw the share; 

may apply to receive any interest that may become due on the share before they 
withdraw it; 

but cannot exercise any other membership rights for that share. 

13.3 Any other person to whom the society transfers a member's shares (under rule 13.1) will have all 
the membership rights previously enjoyed by the member. 

1 3.4 This rule 1 3 A applies on the death of a member who held a share jointly with others. 

if... 

The member has not given the society written instructions... 
... then... 

The society will treat the surviving owner (or owners) as the only (joint) owner of that share. 

if... 

The member has given the society written instructions to do so... 
...then... 

Rule 1 3.1 tells the society who to register in the member's place. 

13.5 This rule applies to the member's replacement (the person to whom the society transfers the 
member's shares under rules 13.1 or 13.4). Rules 13.1 and 13 A do not allow the member's 
replacement to hold (on their own or jointly, with others) shares with a total value greater than the 
law allows. See rule 5.1 . 

1 3.6 After the society receives written proof that a member is bankrupt, the trustee of their estate may 
apply to withdraw the share. The trustee may also then apply to receive any interest that may 
become due on the share before they withdraw it. The trustee cannot exercise any other 
membership rights for that share. This rule 13.6 applies if the share was in the member's sole 
name. 

13.7 This rule 13.7 applies when the society receives written proof that a joint holder of a share is 
bankrupt. The society will then substitute the interest of the trustee of their estate for the name of 
that joint holder (in the society's register of members). The trustee will be substituted as the last 
named person (of the joint holders of that share) registered as holding that share. The society will 
automatically cancel any written instructions that vary the effect of rules 1 1 .5, 1 1 .6, or 1 1 .7. 



34 



14 Will members get a windfall if the society converts? 

14.1 The society may convert itself into a company, amalgamate with another society or company, or 
transfer its business to another society or company. The society or company (into which the 
society converts, or with which it amalgamates, or to which it transfers its business) must have 
objects similar to those of the society. The procedures and conditions for that are in ss50-52 and 
s54 of the Industrial and Provident Societies Act 1 965. 

14.2 Members are not to benefit financially if the society converts, or transfers its business or is wound 
up (see rule 32.5). The society may make it a condition of membership that members sign a 
contract with the society prior to becoming a member, in such form as the society's directors 
require, by which members give up any personal financial benefit from conversion, or transfer, or 
winding up. 

The society may also make it a condition that for any members that were not previously subject to 
such a contract, that such a contract becomes a condition of their ongoing membership, subject to 
the agreement of members at an AGM and where relevant, the registration with the Financial 
Services Authority of any related rule amendments. 

14.3 Members appoint the society's secretary as their attorney (for this purpose only and no other). The 
society's secretary may sign the contract referred to in rule 14.2 above for members if members do 
not sign it and return it within 14 days after the society asks them to. That appointment is 
irrevocable and granted to secure members' obligation in rule 14.2. 

1 5 Will the society pay interest on shares? 

1 5.1 The society may use its property and profits only to promote its objects. The society will not pay 
members any dividend, bonus or other share in profits. 

1 5.2 Rule 1 5.1 does not prevent the society from paying interest on shares. The directors of the society 
will set the rate of interest (if any). It will be a variable interest rate. Subject to the agreement of 
members at an AGM, the directors may decide to pay interest to members on their shares by 
issuing further shares. 

1 5.3 The society will not pay a rate of interest that is higher than needed to fund the society's activities. 
In setting the rate, the society's directors will take particular account of the society's intention to 
provide an opportunity for public-spirited people and organisations to contribute financially to the 
community, with the expectation of a social dividend, rather than personal financial reward. 

1 5.4 The society will calculate the interest on the money paid for the shares (unless their capital value 
has been written down under rule 16.4.1). While shares are written down under rule 16.4.1 the 
society will calculate the interest on that written down value. 

1 5.5 Rule 1 5.1 does not prevent the society from setting aside a reserve fund. The society's directors are 
to decide how much is to be transferred to the reserve fund. The reserve fund may be used to meet 
any contingency which affects the society's business. But, before the society can use the reserve 
fund: 

1 5.5.1 the directors have to recommend its use to a general meeting of members; and 

1 5.5.2 the general meeting must approve its use (by a simple majority). 

1 5.6 Rule 1 5.1 does not prevent the society from paying money to support: 

1 5.6.1 co-operative development; and 

1 5.6.2 educational purposes; and 

1 5.6.3 charitable purposes. 

1 5.7 The directors may propose payments authorised by rule 1 5.6. But, before the society can make the 
payment: 

1 5.7.1 the directors have to recommend it to a general meeting of members; and 

1 5.7.2 the general meeting must approve it (by a simple majority). 

1 5.8 Rule 1 5.1 does not prevent the society from paying (in good faith): 

15.8.1 (at a reasonable and proper rate) for services rendered to the society by any of its 
employees, officers or members, and reimbursement of their expenses; and 

15.8.2 (at a reasonable and proper rate) rent, for premises let to the society by any of its 
employees or officers. 
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1 6 Can members have their shares taken from them? 

16.1 The society may reduce the value of shares if the society's liabilities (plus issued share capital) 
become more than the value of the society's assets. The circumstances in which this may happen 
are described below (in rules 16.2 to 16.4). Those rules 16.2 to 16.4 also describe the procedures 
the society must follow to do that. 

16.2 Suppose that the society's directors believe that the society's liabilities (plus issued share capital) 
may be more than the value of the society's assets. The directors then may instruct accountants to 
report to them. The accountants may be the society's auditors, or they may be independent 
qualified accountants. 

16.3 Suppose that the accountants appointed under rule 16.2 report to the directors that the society's 
liabilities (plus issued share capital) are more than the value of the society's assets. The directors 
may then decide to apportion the excess liabilities (or part of them) among the shareholders. 
When the excess liabilities are apportioned, the total of the excess will be apportioned among the 
shareholders in proportion to the total nominal value of shares held by each member. The total 
nominal value, for these purposes, will be taken to be that at the close of business on the date of 
the apportionment. 

16.4 Suppose that the directors resolve to apportion the society's excess liabilities in accordance with 
rule 1 6.3. The directors must then resolve either: 

1 6.4.1 That the capital value of each share then in issue is reduced accordingly, but: 

16.4.1.1 The society shall not reduce the capital value of any share below zero (that is to say a 
member will not owe any money to the society); and 

1 6.4.1 .2 The society may restore the capital value, by a similar procedure to that described in rules 
16.2 to 16.4 (but only where the value of the society's assets is more than the liabilities 
[plus nominal issued share capital]); and 

1 6.4.1 .3 if the society restores the capital value, the society shall not increase it above one pound; 
and 

16.4.1.4 all shares the society may issue later (after the society has reduced the capital value of 
any shares) are to be issued at par (and for a nominal value of one pound each). 

16.5 Rules 16.2 to 16.4 may not apply to assets, liabilities and share capital which are designated to 
specific purposes in accordance with rule 3.2. Shares may be issued on the bases that: 

1 6.5.1 they are designated to a specific purpose (under rule 3.2); and 

1 6.5.2 the funds for that purpose are treated as separate from the society's other funds. 

16.6 If shares are issued on those bases (in rules 16.5.1 and 16.5.2), this rule 16.6 applies. The assets, 
liabilities and share capital for each of those purposes (the Special Purpose Funds) are treated 
separately from the society's other assets, liabilities and share capital (the General Purpose Funds) 
in following the procedures in rules 16.2 to 16.4. And the procedures in rules 16.2 to 16.4 do not 
have to be applied to any of the Special Purpose Funds when they are applied to the General 
Purpose Funds. Similarly, the procedures in rules 1 6.2 to 1 6.4 may be applied to any of the Special 
Purpose Funds in isolation; they do not have to be applied to any other of the Special Purpose 
Funds (or the General Purpose Funds) at the same time. 



C Management of the society 
17 The directors 

17.1 The people nominated (as directors) by the subscribers to these rules became the first directors of 
the society, when it was formed. (This rule does not apply to the society where the society is 
adopting these rules in substitution for an earlier set of rules). 

17.2 The directors: 

manage the business of the society; 

may (at any board meeting at which there is a quorum) exercise any of the society's 

powers; 



36 



may delegate any of their powers to a committee (of 2 or more directors); 
may delegate any of their powers to a sole director; 

may appoint any person to act as the agent of the society (and they may authorise that 
person to delegate their powers). 

17.3 The society has a minimum of two directors (see also rule 17.7). If there is one director, the sole 
director has authority to appoint a second director. 

1 7 A The directors on the society's board are appointed by members at the annual general meeting. All 

candidates for a board position must find members to act as a proposer and seconder and then 
declare their intention to stand for the board 14 days before the annual general meeting. Between 
annual general meetings, the board may appoint a director either: 

to fill a vacancy; or 

as an additional director. 

1 7.5 Directors appointed by the board must stand down at the end of the next annual general meeting. 
The members may reappoint them, at that annual general meeting. 

17.6 The society will hold a special general meeting within six months after the society is formed. The 
directors appointed by the subscribers to these rules (see rule 17.1) must stand down at the end of 
that special general meeting. The members may reappoint them, at that special general meeting. 
(This rule does not apply to the society where the society is adopting these rules in substitution for 
an earlier set of rules). 

1 7.7 The members may increase the minimum number of directors (by changing rule 1 7.3, but any such 
increase would only take effect once an appropriate rule amendment had been registered by the 
Financial Services Authority). 

17.8 Directors do not have to be members of the society. Directors may be members of the society. 
Directors must be individuals 

17.9 A director, chief executive or secretary cannot be appointed if they are (and must stand down if 
they become): 

Bankrupt; or 

Convicted of an offence of dishonesty; or 

convicted of another offence (which, in the board's opinion, makes them unsuitable to 
hold office); or 

disqualified from acting as a director (under the Company Directors Disqualification Act 
1986); or 

unable to conduct regulated activities on behalf of another organisation because the 
Financial Services Authority (FSA) withdraws their approval (under the Financial Services 
and Markets Act 2000 (FSMA)); or 

unable to conduct regulated activities because the FSA makes a prohibition order against 
them (under FSMA); or 

(in the board's opinion) physically or mentally unable to carry out their duties properly. 

1 7.1 Directors must stand down if: 

Without good reason and without the board's permission they fail to attend three board 
meetings in a row; 

the board resolves that they should be removed. 

1 7.1 1 The society can pay its directors, but only if the members approve the basis for the payments. 

1 8 Retirement by rotation 

18.1 At least one third of the directors appointed by the members must stand down (as well as any 
directors who must stand down under rule 17.5), at each annual general meeting. The members 
may reappoint them, at that annual general meeting. If any director is not reappointed, they will 
stand down at the end of the annual general meeting. 
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18.2 The directors who stand down, at an annual general meeting, will be those directors who have held 
office for the longest time (since their appointment, or last reappointment). The chair may decide, 
by drawing lots, who is to be treated as in office for the longest time, if more than one director was 
appointed or reappointed on the same day. 

1 9 The secretary 

1 9.1 The board appoints the secretary. The secretary may be a director. 

1 9.2 The board may remove the secretary. 

19.3 The secretary is responsible for preparing and sending all returns to be made to the Financial 
Services Authority. 

20 Co-opted committee members 

20.1 The board may co-opt committee members. 

20.2 The committee members co-opted by the board: 

Need not be members of the society (but the board may require that they be members of 
the society); 

may attend board meetings (unless the board decide that they may not); 

may speak at board meetings (unless the board decide that they may not); 

may attend board committee meetings (unless the board decide that they may not); 

may speak at board committee meetings (unless the board decide that they may not); 

may not vote at board meetings, or board committee meetings; 

must stand down at the next annual general meeting (but the board may reappoint 
them). 

21 Board meetings 

21 .1 Two directors are a quorum for board meetings (unless the directors decide on a higher number). 

21 .2 Any director may request the secretary to call a board meeting. 

21 .3 The secretary must call a board meeting on request from a director. 

22 Decisions of the board 

22.1 The board may make decisions by a majority vote. The chair has a casting vote if votes are equal. 

22.2 The board may appoint any director to chair board meetings generally, or to chair a particular 
board meeting. 

22.3 The board may make any decision by signing a written resolution, rather than at a board meeting. 
All directors must sign the resolution for it to be effective. 

22.4 A board committee may make any decision by signing a written resolution, rather than at a 
committee meeting. All directors on the committee must sign the resolution for it to be effective. 

22.5 This rule 22.5 applies to rules 22.3 and 22A The directors need sign only a copy of the text of the 
resolution. They do not each have to sign the same piece of paper. 

23 Directors' interests 

23.1 Directors must disclose - to the full board - any material interest they may have in any matter 
being considered by the board, or any committee. The director may not then: 

be treated as part of the quorum of the meeting discussing that matter; or 

vote on that matter. 

23.2 Directors may disclose their interest by a general notice giving details of their interest in 
transactions of a particular nature, or with a particular person. 

23.3 For the purposes of rule 23.1 , a director need not disclose an interest: 
That does not conflict with the interests of the society; or 

that arises out of the director's membership (or proposed membership) of the society; or 
which - for good reasons - the director does not know about. 
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23.4 For the purposes of rule 23.1 , a director must disclose an interest: 
Even if it is an indirect interest; or 

of a person 'connected' with him (see rule 37.2). 

23.5 Before any meeting of the board (or a committee), the chair may decide whether a director (other 
than himself) has a material interest in the matter to be discussed. The chair's ruling is final. 

23.6 A director who complies with rule 23.1 will not be treated as in breach of any duty of good faith to 
the society, to the extent that they have made a fair disclosure of their interest. 

24 Indemnity for directors 

24.1 The society may maintain insurance for the benefit of its directors, secretary, auditors and other 
officers, against liabilities they may incur: 

in the performance of their duties; or 

in defending themselves (successfully) against any proceedings (criminal or civil) for 
breach of duty. 

24.2 The society will indemnify its directors, secretary, auditors and other officers against: 
Any liability they may incur in the performance of their duties; and 

in defending themselves (successfully) against any proceedings (criminal or civil) for 
breach of duty. 

25 Audit and accounts 

25.1 The members must appoint an auditor at each annual general meeting to whom the accounts of 
the society for that year shall be submitted for audit. The auditor may be re-elected. 

25.2 The directors must appoint an auditor within three months after the society is formed. 

25.3 The directors may appoint an auditor if, for any reason, there is no auditor. 

25.4 The auditor must be a qualified auditor (see s7 of the Friendly and Industrial and Provident 
Societies Act 1 968). 

25.5 The auditor may not be a person whom s8 of the Friendly and Industrial and Provident Societies 
Act 1 968 prevents from being appointed as an auditor. 

25.6 The auditor may be removed by the procedure in s6 Industrial and Provident Societies Act 1 968. 

26 The seal of the society 

26.1 The society has a seal with the society's name on it. 

26.2 The secretary of the society keeps the seal. 

26.3 The society needs the authority of a board resolution to use the seal. 

26.4 When the society seals a document, the seal must be countersigned by either: 
A director and the secretary of the society; or 

Two directors of the society. 

26.5 Once s29C Industrial and Provident Societies Act 1965 takes effect, the society may execute deeds 

(and other documents for which the society would otherwise need to use its seal) without using 
the society's seal. 



D Meetings of members 

27 The annual general meeting 

27.1 The society will hold an annual general meeting of its members in each calendar year. The society 
will hold each annual general meeting 12 months after the previous one, but this need not be on 
the anniversary of the previous meeting but must be held within three months before or after that 
anniversary. The directors will call the annual general meeting. 

27.2 The society will hold its first annual general meeting within 1 5 months after the society is formed 
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(but it need not be in the calendar year in which the society is formed). (This rule does not apply to 
the society where the society is adopting these rules in substitution for an earlier set of rules). 

27.3 The society will give members (and its auditors) at least 21 clear days notice of the annual general 
meeting. 

27.4 The business for the annual general meeting is: 

approval of the minutes of the last annual general meeting (and any more recent special 
general meeting); 

the directors' report; 

approval of the accounts and auditor's report; 
appointment of auditors; 
election of directors; 
any other business. 

28 Special general meetings 

28.1 A special general meeting is any general meeting of members, which is not an annual general 
meeting. 

28.2 The directors may decide to call a special general meeting. 

28.3 The society will give members (and its auditors) at least 21 clear days notice in writing of a special 
general meeting. The only business the society can do at that meeting is that which is identified in 
the notice. 

28.4 The directors must call a special general meeting: 

if the greater of five of the society's members or 10% of the society's membership sign 
written requests for a special general meeting; 

to be held within six weeks after they receive the requests. 

29 Procedure at general meetings 

29.1 The quorum for a general meeting is: 
two members; or 

(if the society has more than 20 members) 1 % of the society's members. 

29.2 If there is no quorum when the meeting is due to start, the chair will wait for 30 minutes. 

29.3 If there is no quorum after the chair has waited for 30 minutes, the chair must adjourn the 
meeting. The chair must also adjourn the meeting if the number of members present becomes 
fewer than the quorum. The directors will decide where and when the society will hold the 
adjourned meeting. 

29.4 The chair may adjourn a meeting when a quorum is present. But the meeting must agree to the 
adjournment. The chair must adjourn the meeting if the members call for an adjournment. 

29.5 If a meeting is adjourned for more than 1 4 days, the society will give members at least 7 clear days 
notice of the adjourned meeting. 

29.6 The chair of the board, if present, will chair the general meeting. Otherwise, the directors at the 
meeting will choose a director present to chair that meeting. If only one director is at the meeting, 
they will chair it. If there is no director at the meeting, the members must choose a member 
present at the meeting to chair it. 

29.7 Any director may attend and speak at general meetings. 

29.8 Members may appoint a proxy to represent them at any general meeting. The society will send the 
member a suitable form with the formal notice of the meeting. The proxy may vote in the 
member's place on the member's instructions. 

30 Voting at general meetings 

30.1 All members have one vote regardless of how many shares they hold. 

30.2 All votes will be on a show of hands unless: 
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Two members; or 
The chair 

call for a ballot. They may call for a ballot before a vote on a show of hands, or after the vote. If 
members call for a ballot, they can - if the chair agrees - withdraw the call before the ballot is 
held. If no ballot is held, the decision on the show of hands is valid. 

The chair will decide the procedure for the ballot. 

The chair has a casting vote if votes are equal. The chair may also vote as a member (if they are a 
member). 

The directors may decide to call a postal ballot. They cannot use a postal ballot to let members 
vote: 

30.5.1 on anything that - by statute - must be passed at a meeting of the Society; or 

30.5.2 to appoint or reappoint auditors; or 

30.5.3 to remove auditors. 

The chair will decide the procedure for the postal ballot, but the ballot must be held within 30 days 
of the date on which the directors decide to call it. 

If the postal ballot is on a particular resolution passed by members at a meeting, the directors have 
30 days from the date of the meeting to decide whether to call a postal ballot. If the directors fail 
to decide to call a postal ballot within those 30 days, they lose the right to call a postal ballot. 

If the postal ballot is on a particular resolution passed by members at a meeting, the operation of 
the resolution is suspended until the decision of the postal ballot. 



E The constitution of the society 

31 Changes to the rules 

31 .1 The society may change its rules: 

With the approval of a resolution passed by a 75% majority (or a simple majority, to 
change the society's name) of members voting at a general meeting; and 

Subject to registration of the amendments by the Financial Services Authority. 

31 .2 The chair has no casting vote on resolutions that need a 75 % majority. 

31.3 A resolution to alter or amend rule 2 (the society's objects), rule 15 (interest on shares), rule 14 
(conversion of the society), rule 32 (winding up) and this rule shall not be passed if 10% or more of 
members present or represented at a general meeting and who vote on the resolution vote against 
it. 

32 Winding up the society 

32.1 The society may be wound up in accordance with the provisions of s55 of the Industrial and 
Provident Societies Act 1 965. 

32.2 If the society is wound up, members may not withdraw any of their shares until all the society's 
liabilities are paid (or provided for) in full. 

32.3 If the society is wound up, the society will use the funds available (after all liabilities are paid - or 
provided for - in full) to pay to members any money due to them on the withdrawal of their shares. 

32.4 Supposing the society is wound up with insufficient funds to pay, in full, all money due to all 
shareholders (for the withdrawal of their shares). The society will then pay members a dividend of 
less than 100 pence for every pound due to them (for the withdrawal of all of their shares). The 
society will pay the same rate of dividend to all shareholders. (Where there are "special purpose" 
shareholders in addition to "general purpose" shareholders, under rules 16.5 and 16.6 the dividend 
for "special purpose" shareholders will be calculated separately and will be the same for all "special 
purpose" shareholders). 

32.5 There may be a surplus if the society is wound up with enough funds to pay, in full, all money due 
to members, for the withdrawal of all their shares. Then: 

32.5.1 Members will not, under any circumstances, have any right to any payment out of the 
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surplus. 

32.5.2 The society will pay the surplus to another organisation with similar purposes to the 
society's (and whose members will have no right to any surplus on its winding up or 
conversion), or to a charity. The directors will choose the organisation or charity. 

33 Powers 

33.1 To carry out the society's objects, the society may: 

33.1.1 Acquire assets and property which, in the directors' opinion, may benefit the society's 

objects; 

33.1 .2 set up subsidiary companies, societies and other organisations; 

33.1.3 take and hold shares, memberships, stock, debentures and other interests in other 

companies, societies and other organisations for the society and others; 

33.1.4 buy, lease, hire, rent and own any real or personal property (tangible and intangible) of 

any description which, in the directors' opinion, is appropriate for the needs of the 
society's objects; 

33.1.5 make arrangements with any government or authority (local, municipal, national or 

international) that, in the directors' opinion, is appropriate for the society's objects; 

33.1.6 invest the society's funds in such property and investments as the directors may consider 

appropriate, and subject to any applicable legal restrictions; 

33.1.7 carry on any other activity which, in the directors' opinion, may benefit the society's 

objects; 

33.1.8 lend, deposit and advance money and give credit or procure others to do the same to or 

with partnerships, companies other businesses, undertakings and concerns of all kinds; 

33.1.9 act as agent; 

33.1.10 act as trustee; 

33.1.11 give or procure guarantees and indemnities for the payment of money or for the 

performance of obligations by any person (even where the society receives no direct or 
indirect financial benefit); 

33.1 .1 2 make or procure grants, gifts, donations and investments of a social nature; 

33.1.13 take mortgages, charges, liens and other security to secure obligations of others to the 

society; 

33.1 .1 4 borrow money and accept credit and grant mortgages, charges, liens and other security to 
secure the society's obligations, but 

33.1.14.1 the society may not carry on a deposit taking business (within the 
meaning of the Banking Act 1 987; and 

33.1.14.2 where: 

33.1 .1 4.2.1 the loan is unsecured, and 

33.1 .1 4.2.2 the lender is not itself authorised under the Banking Act 1 987, 

33.1.14.3 the society will not pay a rate of interest that is higher than the society 
needs to fund its activities; in setting the rate, the directors will take particular 
account of the society's intention to provide an opportunity for other public- 
spirited people and organisations to contribute financially to the community, 
with the expectation of a social dividend, rather than personal financial reward; 

33.1.15 provide and procure services such as giving advice in relation to financial and non- 

financial facilities for people, undertakings and businesses of all kinds. 

33.1.16 Create, make, draw, accept, endorse, execute, issue, discount, buy, sell, negotiate and deal 

in bills, notes, bills of lading, warrants, coupons, debentures and other negotiable or 
transferable instruments; 

33.1.17 Do such other things that the directors regard as incidental or conducive to the pursuit of 

the society's objects and the exercise of the society's express and implied powers. 
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33.1.18 Registration of a society or its rules under the Industrial and Provident Societies Act 1965 
does not give any permission for a society to carry on financial services as regulated by 
the Financial Services and Markets Act 2000 ("FSMA"). Any society which wishes to carry 
on such activities must seek advice and make an authorisation application to the FSA 
under Part IV of FSMA. Carrying on such activities without authorisation from the FSA 
under FSMA may lead to prosecution. 

33.2 The society's borrowing limit is £1 0,000,000. 

33.3 Rules 2 and 33 should be interpreted in the broadest way possible and not to limit or restrict the 
society's objects. Each object should be read as an independent main object. 

34 Registered Office 

34.1 The society's registered office is the address given - for that purpose - to the Financial Services 
Authority. 

34.2 The society's directors may change the address of the registered office. Any change to the address 
of the registered office must be registered by the Financial Services Authority. 

35 The Euro 

35.1 This rule 35 applies if a currency, other than sterling, becomes legal currency in England and Wales. 
In this rule 35, that currency is called the Euro. 

35.2 The directors may make regulations to allow the society to issue shares denominated in the Euro 
(and convert shares then in issue into shares denominated in the Euro). Those regulations may: 

35.2.1 allow the issue of shares, with rights similar to shares then in issue, with such value as the 
board thinks appropriate; 

35.2.2 deal with the conversion of shares then in issue into their Euro denominated equivalents; 

35.2.3 deal with the conversion of Euro denominated shares into shares equivalent to those then 
in issue. 

36 Notices 

36.1 The society may post formal notices to members at the address recorded in the society's register of 
members. 

36.2 The society may assume - for all purposes - that members receive formal notices two working days 
after the society posts them. 

36.3 For these purposes, Saturday, Sunday and public holidays are not working days. 

37 What words mean - definitions 

37.1 In rules 1 4.2 and 1 4.3, the word 'contract' includes a declaration of trust and a deed. 

37.2 In rule 23.4, the word 'connected' is used in the same sense in which it is used in s346 Companies 
Act 1985. 

37.3 In rule 24.2, the phrase 'breach of duty' includes (for example), negligence, default, breach of trust 
or misfeasance. 

37.4 In rule 32.2, the expression 'if the society is wound up' is used to mean 'from the commencement 
of the winding up'. The phrase 'commencement of the winding up' is used in the same sense as it 
is used in the Insolvency Act 1 986. 

37.5 In rules 1 5.8.2, the word 'officers' includes the society's directors and secretary. 

37.6 The age restrictions in rule 1 2 apply to members only if they are individuals. 

37.7 In rule 14.3, the appointment of the society's secretary as the members' attorney is an 
appointment of the person from time to time holding that office. 

37.8 References to (any provision of) an Act of Parliament are treated as referring to: 

37.8.1 it as amended (whether before today or later) and 

37.8.2 any provision which replaces it (unchanged or amended) after today. 
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F Rules to support on-lending activities 

38 Money Laundering 

38.1 The society will appoint a Money Laundering Reporting Officer (MLRO). The functions of the MLRO 
will be: 

38.1 .1 To establish and maintain procedures to prevent money laundering; 

38.1 .2 To establish and maintain awareness among the society's staff of the procedures to 
prevent money laundering, including the provision of training; 

38.1 .3 Receiving internal money laundering reports on suspicious activity; 

38.1 .4 Making external reports to Serious Organised Crime Agency (SOCA) if it is considered that 
the suspicion is justified. 

39 Systems and Controls 

39.1 The society will maintain systems and controls which would satisfy (Chapter 3 of Systems & Controls 
SYSC) the FSA Handbook for the nature, scale and complexity of its business. 

40 Business Principles 

40.1 The Society will apply the following principles in the pursuit of its objects: 

40.1 .1 It will conduct its business with integrity. 

40.1 .2 It will conduct its business with due skill, care and diligence. 

40.1 .3 It will take reasonable care to organise and control its affairs responsibly and effectively, 
with adequate risk management systems. 

40.1 .4 It will maintain adequate financial resources. 

40.1 .5 It will pay due regard to the interests of its customers and treat them fairly. 

41 Fidelity Insurance 

41 .1 The Society will at all times maintain in force a policy of insurance which provides cover against any 
description of loss suffered or liability incurred by reason of the fraud or other dishonesty of any of its 
officers or employees. 

42 Accounts 

42.1 The Society will provide a copy of its audited accounts to members. The accounts will be accompanied 
by the Committee's assessment of the society's performance and prospects. 
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We apply for registration of Wessex Community Assets Limited 
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(applying for registration under the Industrial and 




Provident Societies Act 1 965) 




Date: 


Secretary 
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Appendix 5: Report of the Financial Mechanisms Project Seminar 




Financial Mechanisms Project Seminar 
Held on 24 January 2008 at Great Bow Wharf in Langport, Somerset 

Event Report 



Introduction by Bob Paterson, the Chair 

Bob Paterson introduced the seminar and gave a brief history of reinvestment trusts. 

Bob thanked support the Esmee Fairbairn Foundation and the Friends Provident Foundation for their vital 
support in providing the funding for this project 

The financial mechanisms were briefly explained as being model rules to register as an Industrial and 
Provident Society for the Benefit of the Community, a structure designed to raise relatively small amounts 
of money at low cost. The project team developed the model bearing in mind that most people who make 
an investment get advice, so whatever offering is made needs to be acceptable to advisors as well as 
individual investors. 

The project has focussed on diversity, innovation, and future potential partnerships. It has been a working 
example of the opportunities presented by bringing partners together, in particular it would not have been 
possible without the input of Robin Keyte of Towers of Taunton, and Malcolm Niekirk of Coffin Mew LLP. 
Innovation has been shown in gaining enterprise investment tax relief for investors. It has also built on the 
work of others, Fair Finance were trailblazers with their model for raising low cost share capital. 



The Wessex projects - Wessex Community Assets Ltd 

Steve Bendle, Director of Wessex Community Assets Ltd (WCA), presented the findings of WCA as a pilot for 
the financial mechanisms project. The session comprised a slide presentation (see appendix 5.1) and some 
discussion. 

It was explained that WCA was chosen as a pilot as the project team were keen to test the financial 
mechanisms in a very defined way. The directors of WCA wanted to provide a financial solution for 
Community Land Trusts in their work developing affordable housing for local people and retaining its 
affordability in perpetuity. Because planners tie Community Land Trusts to section 106 agreements this 
leads to problems with borrowing (as lenders are looking for security - and the option to re-possess property 
if necessary - and planners are looking for retaining affordability and local connection - this might preclude 
a repossessing lender from selling on the open market). 

Steve explained how the WCA fund was intended to engage people in a well known issue (shortage of 
affordable housing) to help provide a community led financial solution. The issues arising from the launch 
were discussed (the low level of interest in investing) and possible reasons for this and solutions. It was 
explained that external events had also had some impact on the launch of the WCA prospectus as the 
Housing Corporation announced that they would be able to offer funding for Community Land Trusts on the 
day the prospectus was being finalised, there is more work to be done on how to differentiate between 
government offers and local ones (and the various costs and benefits of this offer). 
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The Wessex projects - Ecos Fund Ltd 

Charles Couzens, Executive Director of Ecos Homes, presented the experience of Ecos Fund Ltd as a pilot of 
the new financial mechanisms (see the slide presentation in appendix 5.2). 

The innovative structure of Ecos was explained (how it is structured in a such a way as to allow for the 
raising of finance whilst protecting the ethical principles of the organisation). Ecos specialises in sustainable 
development, maintaining a close connection between home-life and work-life, whilst developing and 
protecting assets for the community. The investors it targets are defined as 'light greens', i.e. those with 
disposable income and concern for the environment. Larger investors have tended to be people Ecos 
already had a relationship with (demonstrating the importance of maintaining good relationships with your 
stakeholders). 

Ecos develops low carbon homes and workspace, and has linked in with the Transition Towns' movement to 
support activities such as improving car share opportunities. It was also noted how Ecos had been working 
on making its developments sympathetic with the existing surroundings and the heritage of the area (the 
homes at Great Bow Wharf mimic the warehouses nearby in their style). Effort had been put into growing 
Ecos but also the organisation is not staying still and is planning to achieve sustainable code level 5 (a high 
standard) in their next development (Stawell), and move towards zero carbon. 

Ecos Fund Ltd was successful as it was able to offer an attractive rate of return, and it was an immediately 
understandable concept. The budget for marketing was £5,000 plus staff time (one day per week on 
marketing). It was noted that a return of £660,000 for a budget of only £5000 was remarkable. The 
average investment was £2000. Ecos are now planning ahead for future funding, and are seeking a way to 
keep share offers open - investors need to be made aware of the changing environment. 

The Ecos experience indicates that both wide and narrow approaches to seeking investment should be used 
to attract investors - broad and targeted. 'Broad' approaches were found to bring in investments of £1,000 
to £5,000. This led to future targeted marketing to those already investing and can attract second 
generation investors in future, perhaps prepared to invest much more. Relationships and trust are been 
built from the initial smaller investment. 

The National Picture — Paul Sander-Jackson 

Paul Sander-Jackson, Thriving Communities Director at New Economics Foundation, presented a general 
picture of Community Development Finance Institutions and the challenges they have faced since their 
inception (see slide presentation in appendix 5.3). 

It was explained that Wessex Reinvestment Trust has diversity in its business model, a focus on innovation, 
and that the Directors bring diverse skills, leading to strength for the organisation. The Community 
Development Finance sector is diverse in nature and still young - so there is a lack of experience in some 
areas. There is a question of how it can grow and build on the 'Reinvestment' models, and also how to 
grow the Financial Mechanisms model. 

Some background information was given about the Wessex Reinvestment Society Enterprise Loan Scheme 
(loans from £500 to £1 0,000). The original source of funding for this scheme, the Phoenix fund, had some 
significant drawbacks. It was short-term, given under a use it or lose it policy and so money had to be 
loaned out too quickly, therefore Wessex, and other Community Development Finance Institutions (CDFIs), 
were constrained by fast targets. 

An observation was raised about a lack of a coherent policy from Government within this sector. There had 
been a change of funder for CDFIs from the Department of Trade and Industry (DTI) to the Regional 
Development Agency (RDA) who seem to have a lack of understanding of the sector as experience of the 
sector has been lost in the changeover. There is a mismatch and CDFIs have struggled to become 
sustainable, the RDA demand that CDFIs strive for the elusive goal of sustainability, which under current 
circumstances is unrealistic. 

The Wessex group also operates a Home Improvement Loan scheme, this is a dependable part of the 
business and relatively low risk. Other activities are developing access to property and workspace (partly 
through Wessex Community Assets) through developing financial mechanisms, supporting Community Land 
Trusts and the development of other community owned assets. This diversity has helped the Wessex group 
to continue working towards its aims through turbulent times. 

An Investor's Perspective — Robin Keyte and John David 

Robin Keyte, an Independent Financial Advisor at Towers of Taunton, delivered a slide presentation (see 
appendix 5.4) on the development of the financial mechanisms. The mechanism was developed in close 
contact with the Financial Services Authority (FSA) and also with the invaluable help of Anthony Salt, the 
company secretary for the Wessex group. 
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John David, Investment Director at Rathbone Greenbank Investments explained the approach of Rathbone 
Greenbank to unlisted ethical investments (see slide presentation in appendix 5.5). There is a broad range of 
investment size and they pro-actively seek green organisations to meet their client's demands. Fund managers 
have a centralised process and need to meet internal guidelines, it will be useful for organisations seeking to 
access finance through investment funds to be aware of what these guidelines and processes are. 

Plenary Discussion 

A query was raised about the potential of unlocking the funds held in personal pension funds. It was 
mentioned that a Community Land Trust (Stonesfield Community Trust - 

www.stonesfieldcommunitytrust.org.uk) had been trying to access funds held in Self Investing Personal 
Pension Schemes (SIPPS). 

Robin Keyte responded that Ethical Investment Association (EIA) members have been looking into the 
possibilities of doing this for two years and that the project team considered this in the financial 
mechanisms project. Barriers were meant to have been removed from flexibly investing, but this has not 
happened in practice. The EIA have been insistent and inquisitive but changes need to be made by SIPP 
administrators. Two SIPP administrators are willing to make 'off piste' investments: Wolanski SIPP (now 
Alliance Trust - www.alliancetrust.co.uk) and Hornbuckle Mitchell (www.hornbuckle.co.uk - ensure you make 
contact with the right person to deal with your enquiry). John David also responded to this query, he noted 
that investors are naturally cautious with pension funds and in his experience are more adventurous 
investing outside of SIPPS. The key for investors and fund managers is to use diversity to spread risk, there 
is more interest in social capital venture funds. Charles Couzens noted that earlier some investors in Ecos 
had done so through pension funds, but these were small self administered pension schemes and therefore 
had wider flexibility. 

A query was raised about Community Land Trusts, how the value of property and land is split and what 
governance arrangements are recommended. 

Bob Paterson responded that there are a range of governance options (including setting up as a Community 
Interest Company, an Industrial and Provident Society, a Company Limited by Guarantee, or a Charity). 
The key issue is to ensure that the directors are stewards of the assets in perpetuity. Regarding how land 
and property is divided, the issue is equity in property. So a property may be worth 60 % of its open market 
value - according to its build and land costs. There are a number of different methods of disposal, this 
relates to the relationship between the open market value and costs. If a Community Land Trust offers 
rental properties then it must consider where it will get the money for the initial outlay of costs. For further 
information visit www.communitylandtrust.org.uk. 

The issue was then raised of how the ideas around the financial mechanisms project can be applied to co- 
ops. If a community is large enough then the users of an organisation may also be its members, sometimes 
it may be necessary to issue different classes of shares (to maintain a non conflicting controlled interest). 

Malcolm Niekiek responded that the option of a bona fide co-op model rules have not been fully examined 
to date. Preliminary discussions had been had with the FSA, and this is a planned activity. Different classes 
of shares should be possible, there will be different issues to work through in finding a path through the 
Financial Promotions Acts to keep the exemption from extensive due diligence. This will be progressed in 
2008. 

It was raised that in launching a community share issue it is important to have an effective market, what 
potential is there for developing an underwriting service to address uncertainty around shares. 

Robin Keyte responded that he had met with Mark Campenale of UK Social Investment Forum around this 
issue to investigate developing a social stock exchange. It is important to develop the market for social 
investment and to have an exit route. If there was the potential of having transferable or non-transferable 
shares plus a matched bargain, this would reduce a potential barrier. Bob Paterson noted that CDFIs were 
not sufficiently capitalised to provide an underwriting service of this kind. A remaining option is to have a 
cocktail of funding sources (including conventional grants and loans). It will depend on the community how 
this cocktail works, as it will be dependant on the particular geography, track record and vision of the 
organisation concerned. 

Pat Conaty and Steve Bendle completed some research on mutual home ownership (on Common Ground 
www.neweconomics.org/gen/z_sys_publicationdetail.aspx?pid=16^) which involved devising a group 
structure where organisations invested in one another. Institutional memory has been lost on mutual 
investment (as it was more common in the 19th Century when companies called co-partnerships invested in 
one another and also housing projects). IPSs have the potential to invest in one another, but to date they 
have not done so. The theory behind this kind of mutual investment was that it was easier to turn to 
organisations already in the social economy to request investment, this would result in a 'virtuous circle'. A 
future area of work could be to re-educate the social economy on this re-investment, to re-invent the 1 9th 
Century for 21st Century purpose. The financial mechanisms need to bring in private money for social good 
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with a triple bottom line (financial, social, environmental). The Wessex group is a small organisation but 
with co-operation a marketplace can be created, new mechanisms are needed to meet a changing external 
world. 

Marketing the prospectuses workshop — Alison Webster, Wessex Reinvestment Trust, and Angela 
Duignan, Energy 4 All 

Unfortunately Angela Duignan was unable to attend the workshop as planned due to unforeseen 
circumstances, but had produced a slide presentation in advance, so the workshop comprised two slide 
presentations and a discussion around the points being raised (see appendices 5.6 and 5.7). 

Points raised in the discussion were: 

• It may be useful to send direct mail to known social investors (lists are available, a loophole had 
allowed Traidcraft and others to obtain mailing lists of ethical investors, this may no longer be 
possible) 

• It is recommended to identify a strong ideological constituency 

• Prospectus should not be too complex and there should be a clear ethical message 

• Forming relationships with people who then become investors is important, and marketing needs to 
be an on-going activity. 

• Differentiate between those likely to donate £2000 to £1 0,000 and those likely to donate £50,000 

• The Woodland Trust had run an excellent marketing campaign using charitable fundraising methods 
- good lessons can be learnt from others. 

• Relationships could be initiated via 'road shows' 

• Other methods of raising awareness in groups of investors were the 'Association of Business Angels' 
in the South West, or through 'dragons den' style events. 

• Need to grow the overall market perhaps starting with the local area and local interest then building 
up generally. 

• There is a need to study WHY people buy shares. Market research is required to feed into future 
marketing efforts. There are many different reasons why people buy shares (the Woodland Trust has 
carried out some research on this subject). 

• For professional investors and more professional approach is needed. 

• There needs to be consideration of the minimum investment required (for Wessex Community Assets 
this was £250, it is possible to have a minimum as low as £1 - but having a minimum investment so 
low may increase administrative costs) 

• Some investors, such as some Charitable Trusts and Foundations, and would prefer money being 
given as grants instead of loans. This may be due to Trustees being risk averse. Loans may be 
considered too complicated (as opposed to a more simple grant) 

• Problems may be had in marketing due to financial returns not being offered at a competitive rate. 
Ideally, an organisation is recommended to offer a good financial return (within the limitations of its 
governing document) plus a 'feel good' factor, from social return. Both elements needed for 
commercial success. 

• The length that the share offer is open is relevant. Three months is a short lead time. Time needs to 
be allowed for investors to understand the product 

• Further dialogue is needed with prospective investors, there is groundwork to be done before 
investment happens 

• One reason why the Local Food Links share offer did not raise sufficient capital may have been to the 
groups being targeted in the marketing. Parents were asked to invest, but they are less likely to have 
high disposable income than other groups (such as grandparents) strapped for cash. 

• Another reason could have been that the staff of Local Food Links Links were busy with operational 
work, there was no time for marketing the prospectus. 

• Advertising may have been too local. The Directors should consider if the net needs to be cast more 
widely. 

The legal models workshop — Malcolm Niekirk and Tim Waldron, Coffin Mew LLP 

This seminar comprised a slide presentation (appendix 5.8) and discussion. Key points were: 

There are five possible legal structures for social enterprise. Two of the newer forms are: 

• Community Interest Companies, which were created to deal with social enterprise and which, while 
having the features of traditional limited companies, also have asset locks to secure community 
benefits; 

• Charitable Incorporated Organisations, which were given legal substance by the Charities Act 2006, 
although detailed regulations are still awaited. They are likely to be of little use for social enterprise 
and are mainly focussed on reducing charity compliance with the Companies Act which is otherwise 
necessary to obtain limited liability. 

Industrial and Provident Societies (IPS) were widely used in the nineteenth century for allotments, working 
men's clubs, building societies etc and come in two forms a) co-operatives, and, b) for wider community 
benefit. 
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The IPS structure was chosen over company limited by guarantee as such companies cannot exist for the 
benefit of members and cannot raise finance. IPSs are regulated by the Financial Services Authority (FSA) 
which is anomalous but follows a tidying up process after the Registrar of Friendly Societies was abolished. 
The FSA is non-governmental body accountable to the Treasury but with powers of enforcement. It has 
proved to be a light touch regulator and to be open to negotiation about the practical aspects of fund- 
raising via public share issues. 

It is important to comply closely with the FSA regulations in any prospectus which invites the public to 
subscribe for shares. The trustees and members of the management committee approving the prospectus 
can be personally liable for losses caused by misleading statements in the prospectus. One of the key 
obstacles initially in the work done by Coffin Mew was how to minimise the cost of due diligence around 
the issue of a prospectus. The Financial Services and Markets Act 2000 (FSMA) normally requires an 
'authorised person' typically a solicitor or accountant to report on a prospectus, costing from £10,000 
upwards. IPSs are in a uniquely privileged position in being able to raise funds from the public without this 
level of oversight. Higher levels of oversight are not needed because shares in IPSs are non-transferable and 
are withdrawable 

Two models have been drawn up as model rules for Wessex, with and without provision for Enterprise 
Investment Scheme relief. There is a statutory maximum of £20,000 for any individual investment, but for 
other IPSs there is no limit. It may be possible to get around this by issuing loan stock for amounts over 
£20,000, although a loan stock offer would also need a prospectus. The model provides for a six month 
notice period; there is nothing special about this and this can be amended as required. The rules contain 
anti-carpet-bagging measures to prevent demutualization. It is important that the application form is 
signed as a Deed to ensure enforceability of these provisions. 

It is important for the directors to satisfy themselves that the contents of the prospectus are accurate and 
in no way intentionally misleading. The recommended way of doing this is to open a due diligence file and 
ensure that for every factual statement in the prospectus there is supporting evidence by way of 
documentation, web references etc. It is recommended that every offer has a closing date. Although this is 
not statutory it is the best way for the directors to ensure that information in the prospectus is not 
misleading by virtue of being out-of-date. If it is desired to keep open an offer past the closing date it 
should be reissued and re-verified. Both new and reissued prospectuses will need to be looked at by lawyers, 
who will inter alia, be able to confirm that they are exempt from the normal FSMA regulation. Even if the 
prospectus is unchanged on reissue lawyers should be involved to confirm that there have been no changes 
in legislation in the intervening period. The simplified procedures for IPSs means that legal costs can be 
kept down to around £1,000. 

Shares may have modest potential interest payments attached to them. Although there are no rules about 
what is 'modest', rates of up to 9 % have been offered. Different classes of shares with different rights are 
possible although there are few recent examples. Coffin Mew are looking at this at present. 

To avoid any problems with extra-territorial securities legislation, it is best to restrict subscriptions to UK 
resident citizens. Foreign subscribers can be accommodated via nominee investment such as offered by 
Rathbone Greenbank Investments. 

Lastly the model rules are currently drawn up for Community Benefit IPSs but they should be modifiable for 
use by co-operative IPSs. 

Open discussion with the panel 

Charles Couzens led this session which was primarily a reflection on the day and an opportunity to raise 
points that had not been addressed at that point. 

It was noted that CDFIs had failed to achieve targets set by government, the event had presented the 
potential for raising money, demonstrating support for social ventures which could be valuable as part of a 
package to leverage in other money. There have been difficulties for some organisations in capturing and 
verifying social benefit, that the mechanisms for measuring social return on investment are not 
sophisticated - but the issue remains that if an organisation is claiming to do something it should be 
possible to demonstrate this. 

One success can lead to other initiatives, successes build upon each other. It was noted that it was 
interesting to consider the balance between the needs of investors and the highly regulated world of legal 
models and the FSA. 

In response to a query an explanation was given of how the Enterprise Investment Tax Relief scheme (EIS) 
works (that it is an offset for investors against income tax paid). The treasury reportedly considers EIS as a 
technical means to unblock investment rather than part of any larger approach. It was noted that EIS 
should be considered as another string to an organisation's bow (rather than a main motivator). 
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One delegate observed that the money markets are experiencing turbulence currently and this may have 
impact on social investments, John David suggested that when the main money market is in turbulence this 
will mean more turbulence for uncorrelated markets. 

Another observation was that within microfinance the constituency of investors has evolved. The same is 
likely to occur here as the investor base changes due to developing legitimacy and leverage to bring in new 
investments. 

A municipal bond supported by local communities was suggested as a distinct possibility for the future 
(they have been used in the past for the purposes of building by Local Authorities). It was felt that this 
should be advocated for. 

Problems in marketing may be due to an awareness problem, perhaps organisations should be reaching out 
and campaigning. It was considered that it would be helpful for there to be one central resource for all 
social investments to be promoted (e.g. the 'investing for good' website, or EIRIS have been considering an 
ethical finance portal). There was a sense that organisations should be joining up more. As government 
bonds were raised for Northern Rock it would seem possible to do so for social purposes. There needs to be 
a framework for delivering social objectives and sharing wealth rather than privatising profits and 
publicising risk - to work locally, but nationally. 

It was suggested that in terms of localising, there may be an investment stream coming in from de- 
carbonising, and perhaps this could be a new role for local government. The possibility of local government 
underpinning community bonds is a live issue. 



Summary by the Chair 

Bob Paterson summarised that the financial mechanisms project had pushed the envelope back, now the 
mechanisms are there to take this work forward. 

• It has been 'road-tested', certainly with Ecos Fund Ltd, though less so with Local Food Links Ltd and 
Wessex Community Assets Ltd. 

• The vehicle is robust, it can be replicated and extended 

• The clarity of offer is crucial (e.g. the Fordhall Farm concept was picked up by journalists nationally, 
this was considered key to the success of their offering) 

• Pricing is sensitive. Low or no financial return on investment was not found to work (although 
interestingly it did for Fordhall Farm) 

• Good financial return combined with high environmental and social return does work (as found with 
Ecos Fund Ltd and the experience of Energy k All) 

• CDFIs are successful, or at least resilient, when focussing on diversity, innovation, partnership and 
long term experimentation 

• There is a need to refine the model. It can be added to. A collegiate approach to sharing and joined 
up working can be adopted. There is a need to share this information with Foundation East and 
Cumbria Asset Reinvestment Trust, and extend further within the CDFI family 

• The event was considered productive and the environment positive. 



Editor's note: 

As this report is designed mainly for distribution electronically it has not been possible to 
reproduce the slide presentations in the sub-appendices in great detail (to maintain a reasonable 
size of electronic file), if you would like a copy of the presentations to view in more detail please 
do not hesitate to contact Alison Ward at Wessex Reinvestment Trust 
(alison.ward@wessexrt.co.uk; 01404 45872). 
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Sub Appendix 5.1 - Wessex Community Assets Ltd. slides 
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Wessex Community Assets 



Outcome 

* ^£10,000 raised (cf minimum target of 
£500k) 

* Potential interest from major charities 

* One housing association comments: 
prefer to lend direct 




Wessex Community Assets 
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Ecos Fund - investing in a 
Low Carbon Future 

Charles Couiens 
Executive Director 




- Ecos Structure 

* Ethical foundations 

* Track record 

■ Growing business 

* Prospectus 

* Future Strategy 



Design for low 
carbon 

' Terrace 

■ Car share 

* Bike parking 

- Shared space 

* Home working 

■ River access 

* Business space 

■ Community assel 



Ecos Structure 



Developmenl company with three classes of 
shareholder: 

Charity with 1 voting shares 
Fund wilh block of dividend shares 
Individual shareholders with dividend and 
capital growth shares 



orm places 



Ethical Foundations 



Triple benefit - community relum, financial return. 

educational relurn 

South Wesl England 

Build Homes for sale 

Create Sustainable Neighbourhoods 

Rosidual profits to controlling cliarity 

7% annual return to private rnvessors 

Launched Ecos Fund In 200? 

Market ■ Light Greens 

Design = Contemporary & Traditional 






Track Record 



* 70% Reduction In C02 

■ 5fl% Recycled Materials 

- 50% Reduced WaJef Use 

• Posilsvti Economic IrtipaCt 

■ HeaJlhy Buildings 

CABE Building for Life Gold Award 
Daily Tolagraph What House Gold Award 
BRE EcoHomes Excellent Award 





Growing the Business pF 




■ Slawell & Bndport - 1 in 2003 




- Garhamptofi - 30 affordable & market 




♦ Marriott - 20 aftotiabie & markel 




■ 60 homes built between 2000 & 2010 




* Turnover 




- 07- £0.8 mill 




- 0S-C1-ft mm 




- 03- £4,0 mill 




- 10 -£4.4 mill 




■ 9% annual return to Investors 




* 4% annual profile 






Ecos Fund 
Prospectus 

* April to August 

* Extended to Nov 

* 60 direct investors 

- 50 nominee investors 

* E-mail, letter to "friends of 

Ecos" 

* Continued inquiries each 
month 



Future Strategy 



Homes designed for the Future 

* Uncertain energy security 

- Peak Oil 

* $100 dollars a barrel 

* Climate change guilt & despair 

■ Growing demand 

- Large supply gap 

■ Conservatively priced 

* Investments thai grow with the business 

* A different breed of developer 




Stawell 

■ Timber frame 

- Super insulated - 
warmcell 

- External wood fibre 
board 

■ Wood pellet heating 
* Solar thermal 






* Green roof 
•PVt 

* Zera carbon lor heal 
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CDFTs - the National Picture 



Paul Sander- Jackson 
Thriving Communities Director 
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Think and do 
Independent 

Economics as if people end the planet 
maltered 

Weilbeing as goal, noi GDP 
Four centres 

Centre for Thriving Communities 



Nef and Access to Finance 
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Long track record: 

-Financial exclusion 

•Social Investment Task Fort ft 

•CDF l/CDF A development 

•Community Investment Tax Relief 

•Banking disclosure 

•Social investment infraslfuclure 



CDF! study 2007-8 



* nef 



2 stage study 

•Sector young, aboul frQ CDFl's, multiple models 

•Positive impact, but not fulfilling expectations 

•S top s tarl Funding, short ternusm, OjOvemmenE ADD 

•Lack of coherent policy, CITR ineffective, no 

framework for banking support 

-Switch of oversighl to ftDA's 

'Matching business support ess en lis I and expensive 

-No systematic way of capturing wider benefits 

'Elusive goal of sustainauiiity 



What is different aibout Wessex 

Rei nvestment Trust : 

•Anchoring portfolio with home repairs 
•Diversity in business model 

■Innovation - land trusts, new financial 
mechanisms 

* Partnerships - owned and driven from 
"below" 
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Future potential for CDFfs 

•Wider and stronger partnerships in regeneration 
•Strengthened re-investmenl models 
•Development or local carbon currencies 
•Opportunities from Social Investment Bank 
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Conclusions 



nef 



•CDFi's at cniicai siege of defragment 
•CDFI's can do mace to help themselves 

•Government can do much more to help them 
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Sub Appendix 5 A - Robin Keyte slides 



Wessex Reinvestment Trust 
Financial Mechanisms Seminar 
24 January 2008 



An Inveslee & Investor Perspective 

Robta Ktyk- BSsi Phf> Clunked KimiKiNl Pinnrwr 
C'uiiMiliiinl w WRT Fin ant in I Mttluiniriins Pn.ijce( 




Investee Perspective 

Who wimis to raise ihis money? 
Whal features are important? 
What are the potential problems? 
Whal is ihc he&t vehicle? 
Are l here any tax bene 11 is ? 
Whal did WRT end up doing 7 



L Who are we helping to raise 
investment? 

* Social enterprises 

■ Community land trusts 

- Unstructured organism ions* often run by 
volunteers 

* t d mm mi Jlies o f pen p I e wn li v cry I illlc fin anc ia\ 

resource 

■ Amounts sought range from £20*000 to several 
hundred thousand 



2. What should the investment 
solution look or feei like? 



* Affortiabiliiy - the cost associated with raising 
investment must be low 

■ Protection of values - the social and ethical aims 
must he protected iij^inst potential threat from 
investor* 

* If possible, application of tax reliefs to enhance 
the return to the investor 



3. Potential investment vehicles 

■ Publicly limited company 

■ Company Untiled by shares 

* Company limited by guarantee 

■ Community Interest Company ^idiwornbovtj 

■ Industrial & Provident Society 

* Partnership 

■ Limited Liability Partnership 

* 0|V"n UlblC LTLL>t, (')[ [( " 



4* Different types of funding 
the vehicles can receive 



Gram funding - all o it lie vehicles cum apply lor 
and receive grant funding 

Loan funding- al I ofihe vehicles can apply Tor 
and receive loan funding 

Equiiy investment - all of the vehicles (exeepi eo. 
ltd by guarantee I can w hen equity in vest men L 

BUT what aboul financial prom ul tons & 
prospectus regulations? 



5* Financial promotions & 
prospectus regulations 

The Prospectus Regdalions 2005 .^>^ion 

The Kitiutieial Services & Markets Act 20(10 
{Financial Promotion) Order 2005 itiwi^ 

Due diligence costs, associated accountancy 
and legal fees a mount to £40,000 or more 



6. Exemptions from regulations 



Our legal counsel has advised: 

"Community benefit" Industrial & Provident 
Society c\cmpl Ihmi Frnspeelus Re^ublkms 
because of the nature of the organisation. 

"Community benefit" Industrial & Provident 
Society is exempt from FSMA. 2000 { Financial 
Pronation) Order by virtue of the non- 
transferability of its withdrawable share capital 
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7. Introduction to Ben Comm 
Industrial & Provident Society 

* Democratic (one vote per shareholder) 

* Non-profit, must be of benefit Ll* pei-Msm 
other than its members / investors 

* However it can pay interest lo members 

* £20,000 maximum investment (unless IPS> 



8* Enterprise Investment 
Scheme (ELS) tax relief 

CIS relief is an income rax reducer for ihc investor 
of '20% on I he amount of the investment in share 
capital 

The shareholding must be held Tor at least 3 years 
for i he relief to be retained 

The trading activities of die enterprise rmisl be 
'qualifying" for HFvfRf purposes: 

irumuluLlnnnu.: Lhc provision ufsrtVfccv cttfiWIruLlimi . rcl.nl Jk 
vMc**\£ diUiihiu\\o\i ; inuhl \tim\c*. 



9. Two Sets of Rules Needed 



One set of BenCom IPS rules aimed at 
direct investment into social enterprises and 
qualifying for [IIS relief 

Another set of BenCom IPS rules aimed at 
on lending and meeting PSA's additional 
requirements for CDFI type activities 



10. Sponsoring Body 

Expensive to keep adapting someone else's model 
IPS rules 

WRT took decision to beeomc IPS sponsoring 
body, and registered 2 sets of model ruEcs with 
FSA fan 

enterprise in vestment aimed at E IS 
onlending 

WRT has also developed Best Practice Guidance 
Notes and a Code of Practice 



Very Brief Overview of 
Investment Offerings 



Case Study 1 

Ecos Fund a fund used to support Ecos 
Homes, a social enterprise specialising 
developments that use sustainable building 
materials and techniques. Potentially high 
return, simple message. 







Ecos Fund 









Hco* Homes 



Case Study 2 

Local Food Links Ltd a social enterprise 
in Dorset providing locally soureed sdioul 
meals. LIS relief was granted. Little or no 
return other than tax relief at 20%. 





Dtrctl 




\tnatoit 


LnvL^tmail 






Local Food Lbks 




& \ikx relief 





Case Study 3 

Wessex Community Assets Ltd The 
Affordable Homes l-'und. which will raise 
investment and lend it on to community land 
trusts (or similar) for gap finance. Strong ethics, 
complex message, low potential return. 



1 Investor 




Wcsse* Community 
AsseL* Ltd 






R Kl vil- 






Cl.T 2 









CLE 3 
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Investor Perspective 

• What is already then? 1 .' 

• Sources of investors? 

• Intermediation? 
■ What works? 



L Direct social investments 

* Non-retail ethical investment, typically 
higher risk and lower financial return but 
greater SEE impact / social return 

* Larger examples - Cafe Direct, Ethical 
Property Company, West Mill Wind Farm* 

* Smaller examples - Fair Finance**, Shared 
Interest, VIRSA 

* 3 PS C o-Op with HIS, ** IPS Kent mini i L^imM pminni 



2. Sources of Investor 

* Clients of ethically minded IF As (El A, 
UKSIF, Investing for GolkI) 

* El hie id stockbroker fund managers 
» Local wealthy mdivtdiwls 

■ Respondents to PR I marketing campaign 

- I riLM s ( & d aar itab Ic ft ) u tulal ions. 7 ) 



3. Intermediation 

■ Some investments come via EI A members 
* Largest investment came from stockbroker 

fund manager investing as nominee on 
behalf of their clients (many of whom from 
EIA IFAs) 

■ Potential for introductions via accountants 
and solicitors? 



4 What Works 

■ Tested u so o f IPS vehicle - no problems 

• Tested strong social return versus weak financial 
return 

- Tested complex social proposition versus simple 
proposition 

* Tested attraction of tax relief alone 

■ Successful project had single core activity H easy to 
grasp, with track record, and offered potent tally a 

gCrDd return In. r Wtltalfnmi! titfrtinjj^ vb ILrtcfsy-JAll \ 



Any Questions? 






ft 1 




n 1 








HHMii 1 


Tflwvn «>f Tmmlon [FS | [Jrt, ("luflcrpj Firrniw' Plpuncrs , 




robi n-n m**i^faimt«i.Mhiik 


rowEifs 




FNWwsMwnim 
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Sub Appendix 5.5 - John David slides 



Ralhbonc Cireenbank Investments 



Wassax RelnvsslmisrH Trust - FirnaralaJ Mechanisms Projaet 

An m^Blor'a P^pocfh/, 
John Dfl*ld 



Kathuoneis 



Rathbune Greentumk Investments 



udepundenllY owihhI mcilnwnl nianrjpurnerir. nuinans 

Qh(CaJ nral/Tienl nianugemanl \tx prrvalo danlH. chMtt and 1ru=ls 

Wit Only manag* elnhaJ poflJolra 

Oadicated emicd reauarch Inam 

Dw £00 dPenli n ckpb of £300m under mnnaaysrnenl 
hwrfwri in rt-iKul mwnlinwil sncu 1992 



Raeteisonks 



Knjfliuiur 4«iTirJillullL III', 0311*111 i 



Our Discretionary Investment 
Management Services 



kidhWudly Layered inwalrnenl p^rlltfra baaed on: 
El hi fa I Require man la 

L>jstijcrti*i-* ri i i fifTfM'iin miTi Nrniiiir i irhi ririiMj *nri \wtfj&fX 
■ lad had 



FijlilStH*! Rm$ulr«niB HI* 



Kathkonhs 



I ■! j I ! - ' ■■ ■ 1 1 r H rmiluIlL lid .— ilMi'liI l 



Roeonl til I lieu] Research Topics 

f amir Irn^d'v and Mik ) Me aaJanca palEJfet 
■ SupomiartaLa aid GMOi 

- Corporate mrnmun^y nvtmtmanlj 
Campania*/ human rajtits palicaH 

- SoiLwaM* «£piGuitbm and «^ar-;i«H 
• amain Change 

- iiwiitmanl lor dewlupn-jnl 



Raeteisonhs 



Rathbone Brothers pic 



OvW E13 WIlKXl d*Srfl|>0ft3fy lund& i>lri<* nV3ri*Qei v i0iM f*fr ^ 31 
200 f|i 

Qutfoii 4m Ihti London Stock EjrfiariQfl uajrlrfrwd n\ approiniiniHy LJi3 
■.(wH H January XKBI 



5p«mJ«s« n fn-frv-jrfxj. Itvojfln 4s tukMhanBs. p*reona!m&d mvuslRmtia 
rnanftgairmnl end wedlli manager wan! wrrart tor prfrote riwmB and 



[UtH SIGN K hi 



l " I full-All it C tfiXUhrillK Invr 

Our Clients 

- stutfui 04*11. |h«y tn^lB, rhonlm 

' hdrtujuii |Ku4oi« am range* from E 50 .000 to CO nUkon 

■ hrtttmwU orjjwyrw« fans* from low n* (new* lo high ^ capiat growth 

■ rtl tfanli rum aftsproMKt a rj«^* |r> h»* (tw «dhk»f m vroslb and 
aCflrjom-i ^eken rita occcunl n Tie rnanarpernem of Ihor inveslrnenla 
- rangng ^arn be si orf mcLot approach lu the vmy dart n-nw 



[Uei{E50ni:s 



H_i1Z ■!■.*■ n£- 1 nn.tl-t'jnk Lis rklllLi-fili 



Invest merit F*rotx\ss 



RantwnH. I 


\ 




r*amji 


PiHarttifll 






analyse 






£xtana 


M 


rercorn rmndfid 




&t»nbrjnk 

, elhicsl 
rwaarch 












Pwif ii'lio 


J*" levle* 









Rath 



kulliAnlK -I rttriillnllL hi'. olllUlli k 



Ethical Screening 

through «• cofliterLBiBfi SKrin^y^- 
■ ^4crjDlrvn acrucning 

Cnt^lwcarnin hrr vhi 

- Pas£iw sdecbcHi 

□qirbtfa ■ oJ malt-relum dl> 

- Baiil of S«t1oi 



A la *V£ BCtMW a Change 

TlwrnalK: biwMnMnl 



Raehisonhs 
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KuiLVnr f irttihuiiL Ins niiih,'in 



Our Guidelines for Unlisted Investments 

■ Ndojiib d busrwaa 
Slid and location 

- R^proN* 

■ Sruduta of vimfrneni 
hmslor rnlatofiihp 

- pah coil *x. 

■ GdmnanK 
Agroornonl 

Kaihesi >nj:s 





]tlurw €i<*tillnllL IliScrfMhilllk 


Nature of Business 








■ ■51 MMi*iJtftifr r #firi' lii-TKk- wcydnrj eoLyprahcU- or 


BP. :-j 






1*. cwiuw tooMd or mwAtt iMriwmtoKl tuiinou model 














U Jik^'iic f *trtiliuiiL (iii cijiik'Iii 



Size und Location 

- TrptcaJly our cimtmBmE raw »om C1D0.D0O - £5D0.D» 
■ Should normally Iwi UK Paaad 



KATIfESONhS 




kull^iilir^triilljIlL III*. — l 



Risk Profile 

■ Some rurvwu* aarwaiiy r^m^efl 

■ FpoGtaMSy J pwlr^ oparainfl: taah- ftim mutl Pa iH*fiaWe aoaipta 

■ ■■ c . 

■ 5d gonoraUy no alarl up or my oarr? tfaga cunipan>a. speculative 
■vmtnwnli, or toeh «mp ottos wJn I oop laad Urn* Id praJNaPlrty 




k jlkS mr f trtillaINk Ins milkdlll k 



Return Profile 

• a*nt* win in vwl 1*0*1* Ihrouoh ;He»r dean to BMPPofl a posn^ arnica* / 
onvronnxmlaJ vun'ure 

■ But Ih«e should be UrrH (tfrleriliai in finance rowsd - nt She rnrpnurn H 
ahayid Pa :hiTflqtofrt 1o eowilar Mia af(*vtt atfact of nfcaUon 

■ RebifPi ca*i Pa IhrougJi MfHaf or ctfoma 



KAtHISDNhhi 




KulL^nlir f ■f(rjillullL lli'i nlllkL'lil l 



Structure of tn vestment 

- FitAie pu*: 

□miito pnnocDD/i 11 nnwew* <* a dhvwlU* prflFferaru- irum or conwrabfc 
k:.m uocLj 

OlrtLfenl LniHiuni i*i Iviim tit fru-winCiHi Ai'ti-ririkACii £k{iL*J inhuiuiiiy 
^ pPpTi'*! Df HplHl *D Ja.nJO'Uln OOTBfWtil b OHMr* (FiJnNiH'HJ Df W 

ct*rts' inDcrftiB irotal bo- ttortad tiwa irLoei ai aiEouibaa or baa nUTuntrt 



KAEHISONhhi 




Investor Relationship 

- tira4cr m\ Pa Rati Pan* Nomina* Lid 

- 6*n«fictal (wm wHI lYBlca% b* 50- iw or our cJ^nlt 

- A itfl 01 Panafteal owybw may b* iupfH*a on i^atf a* a conna^bej paahi 



Kjll-.S'lirl rrt^ili Jill InVinSIIKIlik 

Participation 

- Wo am not In * poUjon 10 JhJ a load nwalor on a pnvalc oqufly &uoi as vw 
camnd carry r>.il OKiDfiuva pnn-Jir P - duu diqAnca 

■ TTi*f*iDfa we naatf to Inwal h m of 1w> wav»" 

Ca^rmHrtTTBrd - whsf» m* m iFMdbna atoogekkt or in umilir 1fl-»m id «no4w 

rvfik-ia 1 aixLh rife * ^rtfirt'BLU* (^IvlLfe -K^y luuM t*rprig olI -feilWriktv* Am 

Prrdflti pHMffMnj - ^hMk M ihrt prii^ hriiL [i< IQOtthrirf ill M(Hfelt 
fTWTT'PT^.DTi find DTDpOMJ flDlJ ■■ rtlMMif^ fl kl DTJMrtipl nilHVtlDfJ r W t%C*~l 

TTh trtfd party fruH mi b* orwiftrad |o g. Tup:* rsvMwri 

RAll-tUDNhJs 
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Kuik*iiiiiM*trtiliiiiiL InsmaiiKiiii 



In tor mat ion 



Prwl of Kb le i 



f mv^relciQ a pr*,ale pi*M*wi Mui inrowiafroo can txa aunirransod. n 1he 
•Plaixig Me™induni 







Governance 




■ W» land La bo roluctanl Id n aanpanim -i 


M -rJ J r, L! lhora b- -J conlroflpirj 


nvlored r> group nf -rilarsls and our inlnrnsla jj 


tj no| {tarty ond xtiongiy 


ttWTI 













Examples of Recent investments 



EPOS Homing 

Appro* ££M,40oin*Hl«J 



AppraK. E'lULOOinmlHl 
- HW.HOinniMf 



Cohan UwBmi^ Bond 
Aoptdi ClM.OoOinvmli 



En.,-Ji Prrtjmny C^-.j...-.;, 



KAtltMONhH 



I'lull: !i ilir -I n .TiluliL hi • .— illlfc'lil l 



Other Interested parties 



QhtaJlFAi 
Triodc* Bfirtk 

SgKirilDri rund rfttugen ng. CMoJysJ Fund Hfc^itfn 
Wiuflhy LndrridLinJE 



Raehisoni hi 



KdihkiiwItftMiliniiL l|ii«aiik:ii!b 



Agreement 



Wo- wit no? La able nivcaL where w» ore required Id wgn any corrpkn 
agreement wtucli plaga Dbkgerjcrvx on xharonDJdnfSi or ■ 



ni*j wwd trfiical^ bo Ralfi&iym fctommM* Ud. aod eiaariy Ihatf flffi 

cilrrrncly nHucLxfil Id onher nlD legal DOBoaLana which may harm the- Trust 
CO I-- 



Raehisonhs 



I'ljlLS ihr -I rtvrilullL. In'. nHlk'lil l 



Transferability / Liquidity 



We ire unnbki la .Koupl major IrniliMjcni dji (ranilernbilly- d n ™lmon*s e.g. 
should a Ixnricml duvtmk wnh !a trnns'or Iho holding nlr> their wn nnma 



uqu44y h tiVHtnwnAA a sUracwi * rj. ItbcWytj powihio on *i e^hjjmjo ry 
ninlched bargan basis 



• I .■ ; " i * ■ 1° ■ ■ !■. ■ j i r ■ 1 ■ • i i ■ l - 1 ■*' 1 1 . i ■ | ■ 1 ■** ■ ■ ' V I ! ■ ■ ."J 1 •'. : ■ i i . i " ■ . i ■ » ii , 

An rridiipoTideril valuation ft no! trtdM' puUtdyj 



Raehisonks 



IfuikKinc I ^.nctiliJiiL Ini cisiiu.mii * 



Summary 

- Pn flfoa or Lirta *nritwiii to u* «d our tf*flt* tiu mij« to ¥i »i» cwrtwi 
ol rxir evardl tiutnosi - nal rxir primary mitm dJ nwsLmeril 



fin? unk««J rn*K(r«nt thjiI Btanoi oul *t an mAMiwt ifwH oipent* wWi to 



Wd cmnot &4com4 too i-rrttJuud «t .Jn* d<Jq«n» or togal oDrrv<i4««» 

We lend In ■ up port only ena or two *uch mi*i1rrcnl= onch yaw 

Out do g44 m conlad i you INoK Jww wmem-nQ d iniosoa' 

RATi{nt>Ni-:s 



IMP H' 


kuililiiiir ^ *ei^!ili jiiL In', miit'in l 


Conlaet Details 




John Dnvi-n 
kvimlmojil brector 




TirWbrte-: 01175303000 

E-rnad jcrm rtJrtdgjfa^ihonm Dmn 




RaLn&Drra &rwibefih hveaJmeeila. 
PrmcDHDuae 
Sirs* 
Bristol BSl 




www ralh hpn eofinwi tun k MMm 
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Sub Appendix 5.6 - Alison Ward slides 



4^ 



Wessex 

Rfiimmsfcnfinl Trust 



Marketing the Wessex 
Prospectuses — 



01404 4 

' afcsart wnrd^swssdJcrt co.uk 



Wessex 



Ecos Fund Ltd. 

■ Email alert of app rox 1 000 key contacts held on 

file 

■ Local press coverage 

■ Di rect mai I to 50 contacts 

* Promotian in Ecos Trust Newsletter (circ, 3000) 

■ Promotion al talks ( i ncl udi ng tc 
Investment Association) 




JftrtFpt Wessex 



P.R 

* Press releases in April about the project in 
general (and the philosophy of slow money ) 

* Press releases specil ic to the i nd ivid u a i 
projects auhe lime of (he share otter launches 




Wessex 



Results.,, 

■ Cove rage was good . . . 

* + , .but the follow up activities and direct 
marketing didn i achieve the level of 
investment that had been expected 




Wessex 



Local Food Links Ltd. 

* Letters to families of children at Jooa! primary 
schools 

* Letters to stakeholders in t h e loca I tood seen© 
in West Dorset 

* Direct mail to Trusts and Foundations 
(nationally r with an i nl erest in loc al food) 

* Di rect mai I to busi ness es i n the J 
Chambers of Commerce) 




4r 



Wessex 



Wessex Community Assets Ltd, 

* Direcl mail to Trusts and Foundations (nationally, with 
an interest in housing) 

* Direcl mail to businesses in Ihe South West (via 
Chambers ol Commerce) 

* Direcl mail to housing associations 

* Letters to contacts made at qv onts [q.q an aJlcma!<ivo 
economics! evsnl} t^s^E^" 

■ Le I Ler : : . Lr_:. V ie g&nera! publ sc m areas whtt^J 
emerging {via the CLTs Iherm 




Wessex 



What was the problem? 

■ Difficult to communicate concepts f W C A and 
LFL in particular are not based on concepts 
already in the public consciousness) 

* \ I ard to get the "pu nch hne " i n (that E his is a way 
ol investing in a local project) 




Wessex 



The projects were inexperienced in 
marketing techniques 
Lack of expertise led to mistakes (e,g, the 
direct mail was not followed up by phone, 
letter or email) 




Wessex 



Little account taken of the dilferem needs of 
different groups within the market (e.g. 
foundations need a different offering to 
individuals) 

The ^ack ol tailoring materials to the needs of 
She market segment mean! that messages 
were probabty Too complex lor individuals nol 
Involved In the sector (espe 
WCA) 




Wessex 



Lessons learned.,. 

■ Spend time considering the needs ol different 
groups ofl he market 

• Tailor marketing materials and approaches 
accordingly 

■ Keep messages as si mple as pos si bie 




Wessex 



Try to gel well known people involved in your 
project (this will heighten awareness and 
Improve trust) 

Ensure your project has the resources (time 
and money) to devote to marketing 
Marketing is a crucial factor in the success of 
your project 




Wessex 

Rfiimmsfcnfinl Truer 



For further information please contact: 



Alison Ward 

Development Manager 

□ I4&1 45172 
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Sub Appendix 5.7 - Angela Duignan slides 




E nerg fA All 



Co-operative Capital: 
Delivering Gwmunily-Owneci Green Energy 



Energy4AII 

r Develop carbon neutral energy generation 

► Facilitate community ownership in 
renewable energy projects 

> Develop co-ops as a focus for community 
energy and environmental pro grammes 

r Provide an attractive way for people to 
invest their money ethically, particularly in 
rural communities. 



Baywind Co-op 

* First arid largesl community- owned wind farm In UK 
owned and run by lis members for its members. 

* Established 1 996 by Swedish developer 

■ Si* wind turbines in Cumbria 

* 1,350 Members 

■ Raised £1.9 m ?h rough 2 public share offers 
- Ufaieifis. ON D wrihJ uf mouth 

* Go-op bank loan of £1m to buy out Swedes 

* iMFFO 3 purchase corotracl 

■ Enterprising Solutions Award 

■ Power sector dominated by large inuMi nationals due lo 
large capital outlay 



Co-op Benefits 

- Retain owfwraHip at 
commufi fly 

- RoLtfn to- m wstote 6% to 8% 
m <eis ten n&iier ava ttH) 

* Capital resumed a1 end of 



project 

■ One member one vote 

* Elm * to local economy 

■ Educttttoud w*ti and gtattts 

* Prcvuni 6. COO Ions of CQZ 
4 Energy Conservation Trust 
- Created E.netgy4Ail 




The Great Energy Debate 

* Fossil Fuels are running out 

■ Supplies increasingly from unstable 
regions 

a Energy prices rocketing upwards 

■ Fuel poverty 

* Fossil fuels produce Greenhouse Gases 

yet....... 

■ Energy Demand increases 2% pa! 



Westrnill Wind Farm Co-op 

5 turbines 100^i community owned 
Farmer worked for 13 years to get permission for wind 
farm - spent £l40k al risk 
First wind farm In af fluenl populated SE England 
Energy4AII bought project and est co-op 
Energy4AH [aunctied fsa approved share prospectus 
Forecast 12% p. a. over life of project 
Offer oversubscribed £4,4m raised 
Locals receive priority (£3.2m) 
Additional bank finance (£l .Sm} 
Call tor further funds Trom member| 
£1 .3m raised on low returns 
Operational Spring 2007 




Wind Works 



Pros 

■ safe and economrc 

* Excellent fuel resource 

■ No pollution 

* 10% RE Target by S010 

* No dacom!$$ioning costs 

■ Profitable - 10% or more 

■ Shift to decenlralisad 
generation 

* Fashionable 




Cons 

'Viiuaf opposition vocalt&ad 
* RE only 4% of UK generation 
■High nsJsss prenaifi5*nE <£1&0fc) 
-Hqh capiat cwt* 
(£ IkVkW inaliJl&d) 
•SuocialiK sMJs* markagwnflnl 
*Fow community owtwd sides 



Co-operative Structure 



Indus!™* & PavidDfll S™4* 

Financial Services & Marirol* Act fFSA} 

On© murfibftf otm vote 

Sevan local board members 

Pubic Sriana Issua FSA approved (?- £1 mlBon) 

Locate pnorrly ISO- miles! 

MarftelJng £4* ^oven^ing spend 

WAimum rwestnwsnE of £25.0" 

Maximum £30,000 

Enterprise lnvo5ienom SctWrnd ?EI5) Z0% tax relei 
£4.4 trillion r. i -.. 

Sham oflfer coste £170* (Jawyara £5Ck> 
Seven month process - labour r lanarve 
Sha^e Capital Equrty Bank loan Debt is 60:40 
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Co-operative Capital 

£lflOk co&l lo raise £4 .4m 

8000 share prospectus sent due 

22% Media, 14% Friends. 13% Baywind. $% FoE 

£2000 average investment 

1 in 4 uptake of offer 

Trickle down network affect www.westmill.eoop 



r:aoo ooo 

ITXOOtO 

I -TM-.fc-K! 

I i - i >n 



.11 1 



is ! l.M-i--l 1-fl 

x WW www 



u... h i., i -i. » am 



Findhorn Eco Village 

Well -established spiritual community near Inverness 

Easting 75kW turbine 

Efiaray4Ali secured loan 

3 X 2Z5kW second-hand turbines from Denmark 

Community >7S% seir-suffieteru In power 

Eco nouses and high energy efficiency stds 

Private wires scheme 

Operational March' 2006 



ShiHti and Bond ltsux*& f> £10Ok} by Social EnL 




Ads and Events 



The iDftmng wbu d^n m wti 

MrfSTWfl - Vow Houi* Opun &vy 
D?"0O!i ■ EmE al EnplKul hriiBn 5-hmr 
0W1 1.06 > Lmcctnfthn Co op moating 

AprUJUq - Wrin4 GvtHn Cot** AdVM 

JftrtlMT. Op«iDayQ*lWFnfT*i 

16*6.0? ■ Groan Era-uy Woak. YV*Hayi 

Aw^fll ■ jinKEfrJAH Nfi-A'Hacef potled la Jll rujrwrl 

1MHAT> Opon Day A WW Farm 

Cki - Ling* *dw*fling i ^ iip w oii in rvtmul *tttf pipofl 

W- lGOT - UncoAn Own Dtp 

13r*M J - Opt" DvfilW Fin* 

1 VI 1flT - L*ga AflYFtl ?*#C*d " lrn1#C*n>tonl pwM- 




Boyndie Co-op 

* Sevan WTG an old WW2 airfield. 

* Energy 4 All negotiated royalty share for 
locals with Fatck. 

- Co-op launched in May 2006. 

* Raised £D.75m locally 

* Fishing and farming main income 

■ Support from Scottish Co-op 

■ 95% raised in Aberdeenshire! 

■ Local board and paper support 



Fens Green Power Co-op 




* Wind Prospect (deveSoper ) 

■ Two 2 MW Repower 
turbines 

* Go-op launch Oct 2007 

* Supplementary SP 

■ Support from Unc Co-op 

* Controversial noise issue 

* Good local coverage 

■ Raised £2 67m 

* Estended share offer 
- Royal nt&J &lnka 

* 40% local 



Investors Where they heard. 



i 

15 * flTV - 




The Way Forward 

* Climate change and energy issues need urgent action 

■ Enormous support from public for sustainable 
development - a caJE a day enquiry rate 

* People want to suppori good innouaiiue cau&e-s 

* Ethical investment growing market 

* Wind and olher renewabtes essential 

* UK not geared lo community ownership of power 

* Barriers of limescaJas r professional skills, financial risks 
and capital needs can he resolved 

* Energv4AJI has ambiitous programme of 3 launches p a 

* Potential tor generic energy co-op to ensure risk funding 

■ PR strategy next on agenda of Energy4AII 

* Co-ops not the only structure but a fair one 
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Fart 1 -wikvhw 

looaJ strixlLH-cis 1ix social Bmsnrae 
TimWaHSTXi 

cds1 fihanr issues 



Parr 3 - d«cuMn 




Legal models - part 1 - overview 




^^^^^ SSaffinl 

meyvj 





Legal models -pa 



i. The law 

i The structure 

it The model fu^s 

The ospecl us procedure 
u The constrains 




■^Wessex 



mew 



-Wesse 



Legal models - part 2 - Wessex 



The law 

- P*y 

- Regulator 

- Consequents oiftoneamfl^oo 

- ftrnary tegisIaJton 

- Secondary legalahgn 

- Bulw 

- Common law 




sill 



Legal models - part 2 - Wessex 



The law 

- Fofocy 

■ MunLsaccnlKiflncB in. ttw OK ltrqnaaJ jyilnm 

«■ ApprapAaln dngrniD d covz-jmui prcrLcclicn 
' fln*j3ti linnncinl grmc 

- Afieiha a-rianas sate'? 

« Wiiyw Heap your pnamtees Id your mreafor* 1, 
* IJms ad&r an Dpparlun*^ Id p im«i*T 



Wessex 



mew 



Legal models -part 



The law 

- Pcrftqy 

- Regulator 

- Consequences oi^on wrn<ftaru» 

- Gtvl 




Criminal 



Wessex 



CO.fl LEI I 

men 




al models - part 2 - Wessex 



The law 

- Pcrftqy 

- Regulator 

- Consequences oi fton Mrncfcarieo 

- P^mary legistalcn 

- Fntu^&jJ 5*fVC6fl BrtlMarhfib Act 2000 ^FSMA! 
* luung il~jfiH nttdda FS/li jlHiwiTv Lrtuii iif-ripi 



Provdeflt Soc*1»4 Act 1 965 rIPSAj 
- MoM*[!*F3AYM'vQ4lwl0riMPS 

Wessex 



Legal models - part 2 - Wessex 



i 



The law 

- Policy 

- Regulator 

- CansequEnoes n1 iwn-nsmf^ancE 

- Prtnary lefllstalion 

- S&cOflCkyylog^liiUan 

■ RnaroaJ S*fincea and Markets Act 2000 (Ejampnoni Oder ZOO i 
{*M01/12fll} 

- fTnanoiaJ Sanraaa and Markoti Act 2000 rnegutolad teinnir^ Order 
2000(*i2001ft*^ 

- Financial S*/v<a& and Market & Act 2000 ■ FniancmJ Pr«nobon) Qtti&t 
2005 (SJ 20051*1529! 

- IfkS rftrtSf rJI&nE SWyiCks drrt.I'Vt' (rttMfijhrf • CCuit-J D-mciive 

Wessex mewl 
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